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FHES COMMU E EF rr 


Her suburb is the upper floor of a city building. She 
has chosen convenience of location in preference to 
roomier surroundings. Still she is a commuter —a 
commuter by elevator. Every day she and her family 
use this conveyance that travels up and down. And 
cood elevator service is as important to her as good 
train service is to the suburbanite. 

Good elevator service is vital to satisfaction of ten- 
ants and elevator maintenance is something not to 
be passed over lightly by the building owner or man- 
ager. What is good maintenance? Who can supply this 
type of elevator care? 

Good maintenance should not just keep the ele- 
vators running but should keep them running perfectly 
as well. Should insure comfort and safety and complete 
passenger confidence. Should see to it that the ele- 
vators are always in as good condition mechanically 
as when they were first installed. 


The manufacturer should be able to best provide 
this type of care. He built the elevator and installed 
it — he knows all about it from stem to stern. He has 
facilities and knowledge that are not available to an 
isolated maintenance service, no matter how conscien- 
tious that organization or man. And this is why Otis 
Elevator Company organized its own nation-wide Main- 
tenance Service some years ago. A service that is as 
dependable as an Otis elevator itself. 

This Otis Maintenance Service is available at a 
reasonable, fixed monthly rate. And we invite you to 
ask your local Otis office to inspect your elevators and 
explain Otis Maintenance in relation to your own 
building. No obligation whatever. 
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Doss THE New DEAL 
Call for a Change in Your 


Investment Policies? 


IKE all legislative programs, the New Deal has helped many people, 
companies, securities—yet hurt others. How has it affected —how 


is it affecting today—the issues in your bond account? 


Do you know what the past year’s events have meant to your utility bonds, 
your railroad bonds, your various industrial and government bonds? Do 
you know how today’s events both here and abroad, are affecting the desira- 


bility of your holdings? 


The only way to know is to keep in constant touch with industry, finance, 
politics the world over. That’s too big a job for the average bank. But a job 
that Moody’s organization of investment specialists —the same men respon- 
sible for the universally-accepted “Moody’s Ratings” is doing for many 


banks today. 


Moody’s Supervisory Service places at your disposal the constant watch- 
fulness of specialists who do nothing but study the rails, the industrials, the 
governments, and so on... and in addition a personal counsellor who knows 
your bank’s needs for liquidity, income and diversification, and helps you 
build up a profitable bond account to fit those needs. The service is thorough 


—yet the cost is within your bank’s means. Your inquiry is invited. 


MOODY'S INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 


The Condition of BANKING 


that can be dispelled only by a clear and unmistakable 

definition of the Administration’s purposes. The hope 
of a substantial upturn in loans to industry this fall rests 
more than ever on the expectation that the Government 
must offer definite reassurance very soon to business con- 
cerns which are potential borrowers. There is nothing diffi- 
cult or puzzling about the form this reassurance can take. 
In fact, almost any method of informing business men as to 
the rules under which they are expected to operate for sev- 
eral years should be enough to increase the demand for 
credit. 

Efforts of the R.F.C. and Federal Reserve banks to stimu- 
late loans to industry have produced only meagre results 
thus far but the moral effect of close cooperation between the 
Reserve institutions and members undoubtedly has been 
excellent. 

Meanwhile the demand for credit continues at a low ebb. 
This condition persists in spite of unusual efforts by banks 
to discover desirable borrowers, and despite the strong 
and constant support accorded by business and banking to 
sound elements in the Government’s plan. 

Perhaps owing to imminent Treasury financing the near 


U' CERTAINTY in the business outlook is of a nature 


view favors a shift to the right in Washington, but it is not 
the near view that concerns business. The uncertainty that 
exists, quite generally, is long term in character and cannot 
be cleared up by temporary assurances. It will take an 
answer that strikes deep. 

The drought registered its effects in a heavy decline in the 
wholesale and retail trades in the central west, particularly 
in the St. Louis and Minneapolis districts, but on the whole 
the immediate effects of the calamity were less pronounced 
than anticipated. 

The Atlanta district continued to show increased sales 
over last year,—a condition which has existed from the 
beginning of the Government’s cotton bounties. Trade in 
Dallas showed its first marked decline since January. Rich- 
mond enjoys considerable improvement over last year. 

In New York and New England trade continued far better 
than might be expected though it was becoming increasingly 
spotty. New England had the best tourist season in several 
years as reflected in satisfactory retail trade. Philadelphia 
similarly showed improvement in the volume of retail 
trade. 

It is true that under the theory of the system of capital 
boosting and insurance of (CONTINUED ON PAGE 54) 


Discount rates in the 12 Federal Reserve Banks 


AUGUST 25, 1/933 


CHANGES, July 11 to August 15 


(By districts, from figures of reporting Federal Reserve member banks in 91 leading cities) 
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THE true measure of progress of an institution is in its Standard writes: Automo- 

bile Insurance, Personal 

performance over the years. The first Standard policy was written 50 years Accident and Sickness In- 
surance, and policies cover- 

ago. Today more than a million people enjoy the security of Standard pro- ing Burglary and Holdup, 
Plate Glass Breakage, all 

tection. In 50 years this sound, time-tested Company has paid over 135 forms of Liability Insur- 
ance, Workmen’s Compen- 

millions of dollars on behalf of its policyholders. yz Standard is justly sation and Fidelity and 
Surety Bonds. A national 

proud of its record, and it anticipates the future with a thorough appre- eqpaiation 06 equa, be 
spectors, safety engineers, 

ciation of its responsibilities, and a definite knowledge that its financial cuiiaw ond cijutun op 


sures satisfactory attention. 


structure is prepared to meet them. When the youth of today reaches fifty, 


Standard will still be serving. x Responsible brokers and agents every- 50 YEARS OF 
INSURANCE 
where can supply Standard casualty insurance and bonding protection. SERVICE 


STANDARD ACCIDENT INSURANCE COMPANY of Detroit 
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NTLY 


This announcement by the New York Sun appeared 
at about the time American markets, for one reason 
or another, were having a dull spell 


Canada 


According to the best possible show- 
ing of our statisticians business in the 
United States at the end of the fiscal 
year was 28 per cent above that of a 
year ago; that in Canada was 50 per 
cent better. Electric power output in 
the Dominion was 24 per cent above a 
year ago; automobile output, 120 per 
cent; general industrial activity, 70 per 
cent; mining, 36 per cent; general em- 
ployment, 20 per cent; individual bank 
debits, 71 per cent; and so on. 


Silver 


Anent the nationalization of stocks 
of silver, Secretary Morgenthau said 
when the proclamation was issued that 
he was glad it was over; and the nation, 
in that respect at least, will probably 
share his sentiments. Since the market 
price of the white metal had practically 
reached the 50 cent limit on the price 
to be paid for privately owned non- 
American stocks, there was little ad- 
vantage to the Government in waiting 
longer provided nationalization was on 


its program. How far nationalization 
will speed up the coinage of the metal, 
however, is still uncertain. 

The Treasury Department expects to 
have $50,000,000 in silver certificates 
in circulation by the end of September 
and will continue the process until 
about $80,000,000 has been coined and 
certificated as the product of the silver 
acquired under the Silver Purchase Act 
of last year. Later the silver acquired 
under the nationalization edict of the 
past month will be made into money in 
the same way at the same rate, i.e., 
$1.29 an ounce or $1,290,000,000 in 
currency for a billion ounces of silver, if 
the program goes that far. Even the 
$80,000,000 of new money now in sight, 
on which the Government will make a 
profit of $33,100,000, sounds a lot to the 
$15 a week man in the street but since 
Federal Reserve currency increased by 
about $2,000,000,000 in the six weeks 
following the end of January, 1933, and 
later decreased almost as rapidly the 
national temperature is not likely to 
rise perceptibly over the present silver 
prospect. 

What is remarkable about the situa- 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 
PHILADELPHIA - BOSTON - CHICAGO 
ST. LOUIS SAN FRANCISCO 
Direct Wires to all Offices 


FROM DARKEST JUNGLES 


WILLARD 


in Washington 


Explorers have found their 
greatest thrill in the Willard’s 
luxury of accommodations, 
and excellent cuisine . 

Explore the Capital from this 


hotel center of convenience. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


**Residence of Presidents” 
WASHINGTON, D. C. 
H. P. Somerville, Managing Director 
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| |IN THE SUN EVERY DAY 
| 
The Toronto Stock Exchange, with its mining stock division, 
become the most active trading center on the Continent, 
The rise in the price of gold and silver and the speculation that 
inflation will lift the price of all metals has given 
to stocks of mining companies, end expecially of 
«Control has helped to dampen speculative ardor on the New 
York and other stock exchanges in this country. Some of the 
trading energy that fornierly spent itself in American stocks, 
im stocke*listed on American exchanges, now probably 
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THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


CORRECTING AN ERROR 


@ This isn’t the way the bookkeeper makes erasures. It’s the way the boss 
thinks he makes them, judging by the appearance of the records. Stonewall 
or Resolute Ledger would have inspired no such fantastic imaginings, for they 
do not wilt or smudge or disintegrate under the eraser. The tough, hardy, 
new rag fibres that go into these papers, plus the tub-sizing and air-drying 
treatment, yield a fine, smooth surface that remains smooth after several 
erasures. Stonewall and Resolute have all the qualifications desired for either 
hand-written or machine bookkeeping forms. They are available in white, 
buff and blue; in the standard sizes and weights. An interesting portfolio of 


practical samples on request. Neenah Paper Company, Neenah, Wisconsin. 


Neenah Guaranteed Papers also include Tudor,Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 


tion is that silver advocates, and the 
Government under the pressure of 
silver advocates, persist in their plan to 
increase the money base of the monetary 
circulation of the country by the addi- 
tion of silver at a time when there is 
enough gold in the Treasury to coin 
$1.50 in actual hard gold for every 
dollar of every sort in circulation in the 
country and the country is now using 
all the currency for which there is 
demand. 
* 


Exports 


Exports of the United States in June 
were valued at $170,574,442 as com- 
pared with $119,790,229 in June, 1933. 
That looks pretty good. Translate 1934 
dollars into 1933 dollars, however, and 
the exports this year amounted to 
$86,971,265 which doesn’t look so good. 


* 
Cotton 


Japan, Russia and China took un- 
usual amounts of raw cotton from the 
United States the past spring and well 
into the summer. Much of the profit 
resulting from drought prices has gone 
to competitors of the United States in 
world cotton goods trade. 


Getting Ahead 


Back in May, June and July, 1933, 
many manufacturers were speeding up 
production to get ahead of the N.R.A. 
codes and anticipated higher costs and 
in hope of great profits from higher sale 
prices. In the early months of the cur- 
rent year many of them increased pro- 
duction to get ahead of anticipated 


General Johnson has grinned and 
stormed his way through a stren- 
uous campaign with N.R.A. 
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KEYSTONE 


Aubrey Williams, in charge of Fed- 
eral relief during the absence of 
Administrator Hopkins, found that 
the drought complicated his job 


strikes, inflation and further increased 
manufacturing costs. The little boom of 
last year was followed by the autumn 
slump which lasted until Christmas. The 
little boomlet of the past spring has been 
followed by the more than seasonal drop 
in business activity of the past few 
weeks. By this time it ought to occur 


@ 


In addition to providing all the 


facilities of a New York City bank, 


the Marine Midland Trust Company | 


offers a further service to firms 
who require local contacts through- 


out the State of New York. This is 


| 


to these “getting ahead” artists that | 


there are no short cuts to sound pros- 
perity. Gradual improvement in busi- 
ness, suiting production to actual 


demand, is the better policy for employ- | 


ers, employes and the general public. 


* 
Housing 


It is generally agreed that the na- | 


tional housing program, as distinct from 
the movement for the repair and 
modernization of homes, will not get 
into action before the fall building 
season is over and there is much doubt 
if it will lead to any real home building 


when once it starts to work. The plan | 


belongs in the nation’s “hope chest” 
along with expectations that P.W.A. 
expenditures would be sufficient to start 
the heavy industries to moving. Home 


building, in final analysis, depends upon | 
the ability of ordinary people to pay for | 
homes. It will increase as general pros- | 


perity increases. There is no likelihood 


that it will lead in a return to prosperity | 
for the simple reason that a man cannot | 
build a home until he has something | 


with which to build it. Cheap credit will 
help but the start must come from ac- 
tual earnings. (CONTINUED ON PAGE 58) 


‘made possible by its association 
with twenty-one other banks com- 


| prising the Marine Midland Group. 


The 
Marine Midland Trust Company 
of New York 


BANKING OFFICES 


110 William Street 
128 Chambers Street 


12 East 45th Street 
17 Battery Place 


120 Broadway 
143 Liberty Street 


MEMBER OF THE NEW YORK CLEARING HOUSE ASSOCIATION 


MEMBER OF FEDERAL RESERVE SYSTEM MEMBER OF MARINE MIDLAND GROUP 
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AMERICAN RADIATOR COMPANY 
offers this handy Budget Book 


Have your 
secretary mail 
the coupon 


UNDREDS of thousands of families are 
H planning to take advantage of the govern- 
ment’s Better Housing Program. They have 
read about the NHA. They are keenly aware of 
the need for modernization. Now they are ask- 
ing — “How can I get a modernization loan? ... 
What must I do? ... Whom shall I see? ... 
What are the logical steps in bringing my home 
up to date?” 

The American Radiator Company has pre- 
pared a book that tells the home owner all he 
needs to know about modernization. It tells 
what steps to take to get a modernization loan. 


AMERICAN RADIATOR COMPANY 


Division of AMERICAN RADIATOR & STANDARD SANITARY CORPORATION 


40 West 40th Street, New York City 


Please send me a sample copy of your Modernization 


Budget Book. 
Name and Title 
Name of Organization 


And—more important—it provides a complete 
working chart of what to do. It covers every 
room in the house, from cellar to roof, and 
every type of construction work, inside and out. 
It is a handbook to guide him in bringing his 
home up to the new standard. It covers heating, 
plumbing, carpentry, masonry, painting, etc. It 
tells what to look for in repairs; it tells about 
new methods, new materials, new planning; 
how to evaluate the various items in their real 
importance to the home; how to get estimates; 
the proper order of procedure. At the finish 
there is a handy tabulation. 

You will find that the use of the Modern- 
ization Budget Book by home owners will 
help them get correct estimates, and give 
you a check on the correct amount and use 
of the money. Have your secretary mail the 
coupon today for a sample copy. You will 
be interested in reading it. As many other 
copies as you want for distribution, im- 
printed with the name of your organization, 
will be sent to you, free, on your request. 
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The Taxpayer’s National Bank 


NUSED funds in the banks of the United States have 
long since passed the red signal light. With excess re- 
serves of member banks around $1,900,000,000, capa- 

ble of being expanded into around 20 billion dollars in bank 
credit, out of all control of the Federal authorities, the dan- 
ger inherent in such a pool of credit is apparent. What is less 
apparent but perhaps of as much immediate importance is 
the effect upon the banks themselves of the Government’s 
policy of piling reserves into the banks, forcing the banks 
into investments in Government securities and at the same 
time competing with the banks in the extension of credit to 
the general public. More than a year ago the Government 
came to be known as the greatest money lending institution 
in the world. Its present policies serve to enhance its reputa- 
tion in that respect. 

Up to July 31 the Federal Treasury, through its various 
agencies, had expended upon relief or in loans and advances 
to all sorts of relief and credit agencies a total of $6,708,016,- 
959. It had already appropriated or allotted for similar pur- 
poses in the future a total of $6,404,760,812 yet to be ex- 
pended. Of the total of $13,112,777,771 thus expended or to 
be expended by emergency organizations more than half— 
roughly $7,700,000,000—has been put out or is being put out 
in credit or to establish credit-granting institutions. — 


oe 
COURTESY FORD MOTOR CO. 


The effect of this program upon banks is exactly what 
might be expected. Their deposits have increased greatly 
while the means of using such deposits have decreased except 
in so far as they can be and are being used to finance the Gov- 
ernment in its credit extension policy. 

Comparisons are difficult because of the dislocation of 
banking in the past two years, but if the condition of report- 
ing member banks in the Reserve System at the beginning of 
the current year may be taken as normal a few statistics will 
indicate the trend. On January 3, last, according to the Re- 
serve Board’s report, these banks had deposits, other than 
Government deposits, in the amount of $15,303,000,000. 
Their loans amounted to $8,385,000,000 and their invest- 
ments to $8,200,000,000—a total of $16,585,000,000. On 
July 25 time and demand deposits in these banks amounted 
to $17,256,000,000, an increase of $1,953,000,000 over Jan- 
uary 3. Their loans amounted to $7,938,000,000 or $447,- 
000,000 less than in January, while their investments 
amounted to $9,790,000,000, an increase of $1,590,000,000. 
Total loans and investments were $17,728,000,000 or $1,- 
143,000,000 more than in January or $810,000,000 less than 
the increase in deposits. In that same period the banks’ 
holdings of Government securities increased from $5,205,- 
000,000 to $6,671,000,000, a difference of $1,466,000,000. In 


Generally speaking, the various de- 
partments of the Government’s bank 
are being administered with reason- 
able wisdom, but no formula for a 
healthful mixture of politics with 
business and banking has ever been 
discovered. There is no attempt here to 
include every ramification of the Gov- 
ernment’s banking business, such as 
the R.F.C. and Federal Reserve direct 
loans to industry, which must be re- 
garded as temporary. Every American, 
through direct or indirect taxation, is 
a depositor in the Government bank 


2 : = 4 
11 


actual fact the increase in investments 
in Government securities was greater 
since their “other investments” now 
include securities of various Govern- 
ment agencies such as the debentures of 
the R.F.C. sold to banks up to June 30 
in the amount of $234,814,667, as well as 
hundreds of millions of dollars in Home 
Loan Bank and Federal Land Bank 
bonds. On these holdings of Govern- 
ment securities the banks naturally are 
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earning little, and as the Government’s 
policy progresses they are to earn less. 

It is the announced purpose of the 
Government to force banks to loan 
money to commerce and industry. The 
reply of the banks is_ obviously 
“Where?’’; or, perhaps, “What chance 
have the banks in competition with the 
Government?” Looking over the list of 
the Government’s emergency activities 
and the amount of money appropriated 


NESMITH 


Government banking 
naturally suggests 
Washington. The fact 
is that the “‘ taxpayer’s 
bank”’ serves, through 
its branches and 
agents, every city and 
hamlet from Maine to 
California 


Portland, Oregon 


therefor one cannot avoid the conclusion 
that the Federal Treasury is now en- 
gaged in almost every line of business, 
but chiefly that of money lending; that 
much of this lending is in direct compe- 
tition with the banks; and that much of 
the latter is through permanent Gov- 
ernment institutions. 

The Farm Credit Administration 
offers the most outstanding example of 
Government competition with commer- 
cial banks in purely bank loans. At the 
end of the fiscal year on June 30 this 
administration had total credit out- 
standing in the amount of $2,743,554,- 
119. With the credit extended by the 
Federal land banks on farm mortgages, 
amounting on that date to $1,630,900,- 
156, banks generally will quarrel little, 
although at times in the past country 
banks have carried farm mortgage loans 
in large volume with success. Nor will 
there be much complaint over the $319,- 
584,666 outstanding in farm mortgages 
in the joint stock land banks. 

The Land Bank Commissioner had 
loans outstanding in the amount of 
$378,525,675. The purpose’ of these 
loans is to refinance farmer indebted- 
ness secured or unsecured; to provide 
working capital for farming operations; 
and to enable farmers to re-acquire 
property lost by foreclosure after July 1, 
1931. Practically, for the most part they 
represent second and chattel mortgages 
to enable farmers to clear up outstand- 


The old Mission Dolores, 
San Francisco 
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A street in Wiscasset, Maine 


ing indebtedness and secure working 
capital. One need not quarrel very bit- 
terly with the object or benefit of these 
loans to the farmers to point out that a 
large part of them are of a banking char- 
acter. This is particularly the case with 
chattel mortgage and working capital 
loans. 

There were loans and advances by in- 
termediate credit banks outstanding in 
the amount of $198,164,727, most of 
which were rediscounts for regional 
agricultural credit corporations and 
production credit associations. Elimi- 
nating the latter to prevent duplication, 
there were net loans of $70,694,406 to 
cooperative associations, agricultural 
and live stock credit companies and 
similar concerns, much if not most of 
which would have been in banks had the 
original lenders not been supported by 
the Government institutions. Loans to 
farmers by production credit associa- 
tions amounted to $38,517,946; those to 
regional agricultural credit corporations 
amounted to $138,477,858, while the 
emergency crop loans totalled $90,516,- 
706. All of these loans were more or less 
of a bankable nature. One might hazard 
an estimate that at least $300,000,000 
of the farm credit outstanding in Gov- 
ernment lending agencies is of a bank- 
able sort and that, if these Government 
agencies did not exist, the commercial 
banks of the country would be carrying 
loans in something like the amount 
which the agricultural interests of the 
country are now borrowing from or 
through the Federal Government. 

Up to June 30 the Reconstruction 
Finance Corporation had actually ad- 
vanced to the Federal agencies cooper- 
ating through it or to the public a total 
of $5,538,071,429, of which $1,436,989,- 
866 had been advanced to Government 
agencies under various provisions of 
emergency relief laws. This left $4,101,- 
081,563 for the public and of this $1,- 
517,451,145 had been repaid. Net credit 
outstanding was $2,583,630,418. Other 
sums have been promised or allocated, 
but the actual cash advances were those 
given. The R.F.C. long ago supplanted 
the Federal Reserve System as the 


A scene in Biscayne Bay, 
Florida 


chief reservoir of credit in the country. 

How much of this great volume of 
credit has helped the banks and how 
much has hurt them is one of the prob- 
lems which probably can never be 
solved. The banks in all borrowed $1,- 
606,571,866 up to June 30, of which 
they had repaid $1,007,647 ,802. It may 
also be admitted that many of the loans 
to other borrowers—the railways, insur- 
ance companies, building and loan asso- 
ciations and so on—aided the banks, 


NESMITH 


and indeed the support given all finan- 
cial and many other institutions by the 
R.F.C. undoubtedly saved many banks 
from loss if not liquidation. 

On the other hand, there is the ques- 
tion of how much of the money ad- 
vanced by the Government through the 
R.F.C. might have come from the banks 
as ordinary loans to the benefit of the 
banks and in avoidance of the disturb- 
ing increase in the public debt which the 
operations of the R.F.C. have entailed. 


NESMITH 
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This probably can be known, if at all, 
only by the banks, the borrowers and 
the R.F.C. authorities, but constant 
differences of opinion between the cor- 
poration and the banks over which was 
to make or carry railway loans has indi- 
cated something of the situation in that 
category. Since the corporation’s total 
loans to railways amounted to $411,- 
645,844 of which only $58,261,276 had 
been repaid, the amount banks could 
and should have furnished must have 
been considerable. Mortgage loan com- 
panies in all borrowed $265,945,060 of 
which they repaid $73,795,144. Insur- 
ance companies borrowed $89,332,463 of 
which they repaid $54,584,158. How 
much of these loans would have been 
bankable under normal conditions is 
doubtful. Under the circumstances and 
at the time the loans were made prob- 
ably only a small proportion of the 
money could have been obtained from 
the banks. 

Other loans of the corporation, how- 
ever, were either in direct competition 
with the banks or to institutions di- 
rectly competing with the banks. 
Among them were $457,000,000 to the 
Commodity Credit Corporation of 
which about $160,000,000 is outstand- 
ing; $170,974,520 to regional agricul- 
tural credit corporations; $12,737,174 to 
livestock credit corporations; $5,261,- 
130 to agricultural credit associations; 
and $14,595,988 to aid in the sale of 
agricultural surpluses in foreign mar- 
kets. It cannot be claimed that banks 
would have made all the loans to vari- 
ous borrowers which the corporation has 
made; perhaps not even the major part 
of them. The fact remains that the Gov- 
ernment has loaned money through the 
R.F.C. which should have come from 
the banks and has set up lending agen- 
cies which operate in direct competition 
with commercial banking institutions. 

The Public Works Administration is 
generally regarded as a spending agency 
and in its principal activities it will 
doubtless live up to its reputation. Inci- 
dentally, however, it is a lending agency 
of the Government. Of the $3,300,000,- 


With the marketing of a $100,000,000 
issue of 3 per cent Federal Farm Mort- 
gage Corporation bonds the Treasury 
first tried its hand as fiscal agent for one 
of the Government’s recovery program 
units. This represented a departure 
from custom, for the Treasury’s offer- 
ings had previously been confined to 
raising funds for its own needs 


000 originally appropriated by Congress 
for the Administration’s operations, 
$2,521,408,102 was set aside for Federal 
projects either by statutory direction or 
executive order and the balance, $778,- 
591,898, was apportioned for loans and 
grants to states and their subdivisions 
for non-Federal projects. The Federal 
projects under the law or by direction 
of the President included such allot- 
ments as $400,000,000 for roads, $238,- 
000,000 for warships, $400,000,000 for 
the Civil Works Administration, $100,- 
000,000 for various agricultural market- 
ing projects, $123,671,500 for P.W.A. 
housing projects, and so on. Also $200,- 
000,000 for loans to railways of which 
$85,677,000 had been loaned up to 
July 31. Whether banks would have 
loaned the railways this amount of 
money under current conditions is be- 
side the point. The point is that the 
Government has competed with banks 
and the security markets in these ad- 
vances to the rail carriers. 

It is a question, also, how much of the 
$778,591,898 assigned to non-Federal 
projects banks and the money markets 
would have loaned the states, counties 
and other subdivisions and other public 
corporations for the public works they 
have undertaken. The fact that the 
P.W.A. has sold some of the bonds and 
notes representing its advances for these 
purposes to the public and proposes to 
sell more indicates that the proportion 
of such advances of a bankable or at 
least of a sound investment class is 
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large. Under the old and new appro- 
priations about 4,000 non-Federal proj- 
ects are sponsored by the P.W.A. An 
examination of the list of these projects 
shows that a very large proportion of 
them are bankable either in the way of 
direct loans or indirectly through local 
bond issues. Doubtless a considerable 
proportion of these advances by the 
P.W.A. will eventually find their way 
into local banks. The fact remains that 
in financing these projects in the man- 
ner indicated the Government through 
its agencies has come into direct compe- 
tition with private lending agencies. 
How far the Home Owners’ Loan 
Corporation has encroached upon bank- 
ing territory is another subject for de- 
bate, although in some of its latest 
activities there is not much room for 
argument. In its campaign to bring 
debtor and creditor together in the ad- 
justment of sour mortgages the corpo- 
ration has doubtless rendered many 
banks and other investors a distinct 
service. Under amendments to the 
Home Owners’ Loan Act passed by the 
last Congress, however, the corporation 
is empowered to loan up to $300,000,000 
to home owners for the repair and re- 
conditioning of their property. In the 
first month of operations under this 
new power the corporation received 
applications for loans from over 288,000 
home owners involving over $55,000,- 
000. The loans under these new provi- 
sions are expected to average about $200 
each and are (CONTINUED ON PAGE 76) 
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FEDERAL FARM MORTGAGE CORPORATION 
3% BONDS OF 1944-49 
Dated May 15, 1934 Due May 15, 1949 
Redeemable at the option of the Corporation on any interest-payment date on and after 
May 15, 1944, at par and accrued interest. 
Interest payable May 15 and November 15 
: FULLY AND UNCONDITIONALLY GUARANTEED BOTH AS TO PRINCIPAL AND 
INTEREST BY THE UNITED STATES OF AMERICA AS EVIDENCED BY THE 
STATEMENT, OF THE SECRETARY OF THE TREASURY ON EACH BOND. 
Exempt both as to principal and interest from all Federal,'State, municipal, and local taxation 
; (except surtaxes, estate, inheritance, and gift taxes). 
TREASURY DEPARTMENT, 
(Public Debt Service) Opvvice or tHe Szcretary, 
The Secretary of the Treaniry, ot behalf ofthe Federal Farm Mor gage C tion, offers to the 
public $100,000,000, or thereabouts, 3 per cent bonds of 1944-49 of the Feder Farm 
% and invites tenders therefor, through the Federal reserve banks, at not less than par ‘ace! interest 
from May 15 to August 1,199. 
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Interest Rates 


On Deposits 


By DAN V. STEPHENS 


Mr. Stephens is president of the 
Stephens National Bank, Fre- 
mont, Nebraska 


HOULD commercial bankers pay interest on deposits? The 
probabilities are that the great majority of bankers will take 

a middle course. They think they must have time deposits 
(investment money ), and the only way to get them is to pay some 
interest on them. But I believe this is a mistake. Since the ‘‘new 
deal” went into operation we can see that the depositor is not 
so much concerned in the interest on his money as in its safety. 


E HAVE had numerous examples 

of considerable sums of money being 
deposited in our bank that had been 
solicited by investment institutions 
paying two or three times more interest 
than we did. We are of the opinion that 
their decision to deposit in our bank 
was only partially due to the solvency of 
our institution. In the main, it was due 
to the fact that we were members of the 
FDIC and deposits were insured to each 
individual up to $5,000. 

As an indication of public sentiment, 
we recently received a printed circular 
from a bank in another state, addressed 
to us specifically, asking whether we 
would accept deposits in the amount 
of $5,000 at 3 per cent, or our regular 
rate. The significance of that letter is 
quite apparent. We have had several 
letters of a like tenor from banks in 
different states and the amounts they 
wish to deposit always fall within the 
insured limit of the FDIC, showing 
very clearly that it is not so much the 
interest rate these people are seeking as 
the insurance of their deposits. We 
presume these letters are broadcast 
among banks generally. 

We consider the practice of spreading 
out deposits a dangerous one and we 
have warned the FDIC that such a 
practice, if permitted, will ultimately 
mean the insuring of deposits in un- 
limited amounts. 


Personally, I favor the $5,000 limit of 
insurance to each individual (although 
I prefer a smaller sum) for the reason 
that it will insure probably 99 per cent 
of the individuals now depositing in 
banks and will thereby prevent runs on 
banks at critical times such as we 
experienced in 1932 and 1933. Had the 
banks been protected with this in- 
surance in 1932 and 1933 we would have 
had few, if any, bank runs; the thou- 
sands of solvent banks that runs closed 
would never have been closed, and those 
that did stay open and were insolvent 
could have had their insolvency cured 
without disturbing public confidence. 

The banks can well afford to pay the 
small assessment that will be required 
to cover $5,000 of insurance to an 
individual, if Congress has the good 
sense to limit the amount by law. The 
better plan, however, is to pass the cost 
of insurance on to the depositor. He will 
then realize he is insured. Insuring 
demand deposits is in effect paying 
interest on them and, therefore, con- 
trary to the ruling of the Federal 
Reserve Board. 

Referring again to the question of 
paying interest on time deposits, this 
bank is paying less interest than it has 
ever paid in its history. For example, on 
July 1 the banks of this county notified 
the county officials that on and after 
that date they would pay the regular 
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rate of interest on a sum that could 
legally be fixed to establish the banks as 
official depositories, which sum was 
fixed at $1,000. On any additional 
sums of the county deposits, the banks 
will furnish security protecting those 
amounts but will pay no interest on 
them. Therefore, there will be no ob- 
stacles placed in the way of public 
officials in securing ample service and 
ample protection for their funds, but 
the banks refuse to give public funds a 
special privilege that no other customer 
of the bank enjoys, namely, interest on 
his open account. Inasmuch as about 
15 per cent of the deposits in our bank 
are public funds, we have eliminated a 
very large item of expense in this simple 
action. Banks of 32 counties in the state 
have taken the same action. 

The officials of one county appealed 
to the attorney general for his decision, 
when the banks refused to pay county 
custodians interest on their deposits as 
the law required. Thereupon the attor- 
ney general suggested the plan above 
outlined in order to make the trans- 
actions legal and in order that public 
officials might have the use of the banks 
as depositories. The statutes made it 
obligatory on these public officials to 
collect the interest, and they became 
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personally liable if they did not do so. 


Therefore it was necessary to relieve tos 


AVERAGE MONTHLY PRICES OF ALL LISTED BONDS IN DOLLARS 


them of this liability through the action joo 


of the attorney general. 


We now have left unsolved the ques- . 


tion of the payment of interest on time 
certificates and savings accounts. 

At the present moment this bank 
pays considerably less than 214 per 
cent on these balances, after allowances 
are made for interest paying dates and 
so on. Since we have only about one- 
fifth of our deposits in time and savings 
money our burden of expense for this 


item is perhaps less than the majority of , 


banks, and we are debating seriously *° 


whether we should pay interest at all on 
any of these accounts. 

Savings accounts should be strictly 
thrift accounts. People should be taught 
to save their money simply for the sake 
of saving it. They should appreciate the 
services of an institution in the com- 
munity that will take their small sav- 
ings and issue passbooks and with- 
drawal receipts without cost to them 
and furnish tellers and clerks to handle 
their accounts free of charge. 

The same is true also of the time 
certificates, upon which we pay interest 
at the rate of 2 per cent for full six 
months or 2/4 per cent for the year. 
What can we do with John Smith’s 
$10,000 which he has deposited in this 
bank on a straight 214 per cent income 
annually to make any money on the 
investment? There isn’t a Government 
bond we can buy today that will any 
more than pay him his interest, to say 
nothing of making us a profit which we 
need very badly to pay the bank’s 
operating expenses. The truth is, these 
time certificates do not pay their way 
at the present time. One per cent would 
be the maximum we could possibly pay 
on them and “break even”. 

The question then is: Why don’t we 
stop paying interest on our savings 
accounts if we are such strong believers 
in the theory that we should not pay 
interest on them? Frankly, we haven’t 
yet screwed up enough courage to take 
the full step. We are a good deal like the 
boys who played around the old swim- 
ming hole early in the spring when the 
water was pretty cold. Few of them had 
the courage to plunge in at once and get 
the chill over with and feel fine after- 
wards. Most of them would have to 
dabble around and wet their feet and 
hands and sprinkle water over them- 
selves before they could get thoroughly 
worked up to the point where they 
could plunge into the pool. Bankers are 
just like that. 


Average Price = Market Value + Par Value 
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DIMINISHING YIELDS 


**What can we do with John Smith’s $10,000 which he has 

deposited in this bank on a straight 244 per cent income 

annually to make any money on the investment? There 

isn’t a Government bond we can buy today that will any 

more than pay him his interest, to say nothing of making 

us a profit which we need very badly to pay the bank’s 
operating expenses.”’ 


The old time bank grew out of the 
need of the traveler, who carried his 
valuables with him, for finding a place 
at night for their safekeeping. He 
hunted up the silversmith or goldsmith, 
who could store his valuables and who 
would charge a fee for the service. He 
charged the traveler a good fee for the 
safekeeping of his property over night. 

What, on the other hand, does the 
modern banker do? He runs out in the 
street to meet the newcomer and urge 
him into the bank, where he explains to 
him all the advantages the bank pos- 
sesses in the way of safes, vaults, in- 
surance, gas guns, guards, etc., to 
protect him against the loss of his 


money or valuables. Does he dicker 
with him over the fee that he is to pay 
for this protection? He hastens to 
explain to him that all this service is 
furnished free, which includes the 
privilege of issuing and circulating his 
own money in the form of checks; he 
furnishes the facilities of doing a big 
business and, until yesterday, he fur- 
nished it all free. He explains to the man 
this vast protection that the bank 
throws about his business but, as a 
matter of fact, what the banker is 
trying to do is to protect him from his 
competitor down the street. This ex- 
ample, though perhaps overdrawn, is 
quite illustrative of the state into which 
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the banking business has drifted. 

The primitive bank may have been a 
very crude affair in its infancy, but at 
least it had one dominating merit, and 
that was it charged a fee for its service 
and did not attempt to live on the 
interest it could collect on precarious 
deposits invested in securities. 

What was it that caused the great 
bank crash that reached a climax on 
March 3, 1933? What was it that closed 
up something like six thousand or seven 
thousand banks finally for liquidation? 
It was the loss made on the investment 
in securities bought with the deposits on 
which interest was paid. If the banks 
had not received those deposits at all 
they would not have made the invest- 
ment in securities upon which they had 
such staggering losses. 

Our losses on investments since 1930 
and up to June 30, 1934, had been 73 
per cent of the total loss for that period. 
From all other sources, including loans, 
we lost 27 per cent. I doubt that we may 
be considered an average bank for the 
reason that 55 per cent of our assets 
today are in cash, 30 per cent in Govern- 
ment bonds, 8 per cent in market bonds, 
the balance in loans, and we hold no 
real estate. While we might have been a 
little more conservative and careful in 
our investments than banks that suc- 
cumbed to the depression, yet we would 
not wish to convey the impression that 
we have been hoarding our money, 
because we have not. We have loaned 
every dollar we could safely loan to any 
legitimate enterprise doing business 
with our institution. So it is reasonable 
to assume that the six thousand or 
seven thousand banks had a greater 
percentage of investments and a much 
smaller cash reserve than we have and, 
if such is the case, then we have a right 
to believe that more than 90 per cent of 
the banks that closed were closed be- 
cause of their investments, and their 
investments were made because they 
had time money. Therefore it becomes a 
very grave question whether a commer- 
cial bank should recognize any such 
thing as time money and pay interest on 
it. It would be safer to do a commercial 
banking business for the neighborhood 
where it is located. 

Let every country precinct stand on 
its own feet. Every locality has enough 
resources within itself to furnish its own 
banking facilities and all the banking 
facilities that it requires. Give the 
people time to get their breath with the 
aid of the FDIC, and with its aid they 
will soon build up again the banking 
centers that existed throughout this 


Central Bank Rates 


The discount rates of leading cen- 
tral banks show prevailing easy 
money throughout the world. 
With the exception of the Bank of 
France and the Netherlands Bank 
all the principal central banks 
have either held down or further 
lowered their rates. The Nether- 
lands Bank raised its rate in May 
and June, 1933, in order to check 
an undesirable credit expansion 
and the Bank of France found a 
temporary rise expedient early 
this year to protect the franc. 


country and made it prosperous through- 
out all of its period of development. No 
commercial bank serving a local clien- 
tele should ever extend its business 
beyond the interests of the locality it 
serves, because beyond that it cannot 
safely do business. 

The earning power of a bank should 
be constantly scanned and cultivated. 
The expense account should be equally 
scanned and kept where it belongs for 
the sake of maintaining a wholesome 
business. 

We anticipate slowness in grasping 
the idea of not paying interest on 
deposits. Bankers will cling to the idea 
that it is necessary to pay interest on 
deposits and then invest those deposits 
in securities of doubtful value a few 
years hence. But we venture this 
statement: they will labor under that 
impression through one depression only, 
when they will be cured forever—but it 
may be too late. 

Our firm belief is that a commercial 
bank should confine itself to those 
transactions arising out of agriculture, 
industry and commerce and that it 
should not bid for time money on which 
it is paying interest, but stick strictly to 
the legitimate business of a commercial 
bank and retire completely from the 
speculative field in which it has served 
as a doormat for the distribution of 
securities. That business belongs to 
investment houses where the buyer of 
such securities can go and select them 
and decide upon their merits himself, 
pay for them and carry them away. The 
transaction is then closed and, if he 
has bought a security that is valueless, 
he has nobody to blame for it but himself 
and the security house. The average 
commercial banker is in no way qualified 
to deal in such business. 
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Leading central bank discount rates 
from January 1, 1933 to 
August 18, 1934 
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Cotton for Silk 


HE Senate of the United States 
was organized before the House of 
Representatives. Although under 
the Constitution a tariff bill, as a taxa- 
tion act, must start its congressional 
career in the House of Representatives, 
the first Senate in its first session in- 
augurated a discussion of import duties 
as means of raising revenue for the new 
Government, and for more than 145 
years that discussion has continued 
almost without interruption. 
Accordingly, when Congress dele- 
gates to the President of the United 
States the power to raise or lower exist- 
ing import duties or even to stop imports 
altogether it really does something 
worth talking about. The fact that the 
power is given for three years only and 
for the purpose of making reciprocal 
tariff agreements with other countries 
or protecting American trade against 
unfair discrimination scarcely militates 
against its importance. It may be that 
it is more important historically than 
politically and economically. It cer- 
tainly is important. 
Of course, there is much difference of 
opinion both as to the wisdom and the 
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The Tariff Tries 
Gloved Diplomacy 


A healthy development of America’s for- 
eign trade is vital to recovery. Congress 
gave its historic headache, the tariff, to the 
President, who turned over the negotiation 
of reciprocal trade agreements to an in- 
. terdepartmental committee which func- 
tions under State Department supervision. 
As a further step, the Second Export-Im- 
port Bank has extended its supplementary 
credit operations to cover our commerce 
with all nations except Russia. The First 
Export-Import Bank is designed to facili- 
tate trade with that country 


efficacy of this legislation. It was passed 
by Congress with much more difficulty 
than appeared upon the surface at the 
time, and then only after a year of agi- 
tation and political preparation. Favor 
and opposition cut across the lines of 
both great political parties. It is really a 
tremendous power which has been given 
the executive. Perhaps that is why, in 
spite of much ballyhoo, it is being ap- 
plied very slowly and carefully through 
an interdepartmental commission under 
the supervision of the State Depart- 
ment. It can readily be understood that 
while few manufacturers or producers 
will object greatly to an increase in the 
import duties on their products many 
will strenuously object to the lowering 
of such duties in any serious degree 
—certainly a lowering by as much as 
half. In the exercise of this power, in 
short, the President is wielding the 
keenest sort of a two-edged sword. It 
cuts both ways and it will require ex- 
tremely clever and delicate handling if 
it is not to cut the wrong way. 

Federal authorities are expecting 
considerable, but not too much, of the 
legislation, for as they get into the 


problem of making it count for some- 
thing they realize the inherent difficul- 
ties. Senator Key Pittman of Nevada, 
chairman of the Foreign Relations Com- 
mittee of the Senate, who piloted the 
Administration’s bill through that body, 
calls attention to one feature of the act 
which is commonly overlooked. “In 
my opinion,” says the Senator, “the 
most important feature of the law is the 
power given the President to fix quotas 
and lay embargoes on all imports. That 
is new and it is a real power. There is 
really nothing new in the flexible tariff 
provisions of the act, for wé have al- 
ready had that to some extent. Hereto- 
fore duties could be raised or lowered by 
the President upon recommendation of 
the Tariff Commission. In theory that 
made such action a matter of adjust- 
ment of tariff rates to meet changed 
conditions in any line of trade after an 
investigation along scientific lines made 
by competent experts. In actual practice 
it gave the President power to raise or 
lower rates rather much according to 
his will, for the Tariff Commission 
was an organization subject to Presi- 
dential power and that power could 
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Official diplomatic visits to the 
White House, such as the pres- 
entation of credentials by 
Hiroshi Saito, the Japanese Am- 
bassador, are occasions for cere- 
mony. Japan’s low production 
costs make her an aggressive 
competitor for world trade 


be and actually has been exercised.” 

Senator Pittman also points out that 
the raising or lowering of tariff rates on 
the products of any particular country 
was of small moment as compared with 
the effect of currency depreciation be- 
tween the country of production and 
the country importing the commodity. 
“A 50 per cent depreciation of a coun- 
try’s currency in relation to the cur- 
rency of an importing country more 
than counteracts a 50 per cent reduction 
in the tariff rates on the products of a 
competing nation whose currency is not 
depreciated. Fluctuations in exchange 
may at any time neutralize the whole 
arrangement.” In other words, until the 
currencies of the trading nations are 
stabilized, reciprocal tariff advantages 
are likely to be more apparent than real. 
Since most national currencies are now 
depreciated with rather slim prospects 
of early stabilization, negotiations must 
of necessity involve the dual problem 
of adjusting tariff rates with due regard 
to currency exchanges if the reciprocal 
arrangements are to be of practical 
benefit. 

In the power of the President to fix 
quotas and lay embargoes, however, 
there is real opportunity to grant ad- 
vantages for reciprocal advantages or 
effect retaliation for unfavorable treat- 
ment. If, for example, the Government 
decides to limit its imports of a com- 
modity to any particular amount and 
by reciprocal tariff agreements permits 
certain favored nations to export to 
this country the whole of the limited 
amount at reduced tariff rates, other 
nations not favored by reciprocal agree- 
ments cannot force their way into the 


trade by exporting at any price. Even 
under the “most favored nation” 
clause of treaties it would be a case of: 
“Certainly, gentlemen, all our patrons 
are admitted to the show, but at present 
all seats are taken.” Similar power is 
already being exercised by France and 
several other nations and it is against 
such practices detrimental to the trade 
of the United States that the new power 
granted the President may be used with 
effect for protective purposes if not 
otherwise. 

In the long run the use of such power 
except for protective purposes is bad 
policy; it is certainly un-American. It 
not only engenders ill will but to some 
extent defeats its purpose by reducing 
the power of disfavored nations to buy 
American exports which, after all, is the 
chief immediate concern in American 
foreign trade. Hence the work of the 
Federal authorities is largely limited to 
the lowering of duties upon products 
from abroad which come into com- 
paratively slight competition with do- 
mestic products or with the products of 
industries whose continued existence in 
this country is of slight or no benefit to 
the nation, economically speaking. 

In return the Government will seek 
similar tariff concessions from other 
countries upon products of this country 
which can be admitted by the former 
without undue disturbance to their 
own domestic economy and without 
inviting retaliation from competing na- 
tions. There may be occasions where the 
United States can secure special tariff 


favors giving it an advantage over its 
competitors in foreign markets in return 
for favors granted in Washington, but 
they are likely to be rare both because 
of the operation of the “most favored 
nation” clause in treaties and because 
of the international ill will which usu- 
ally follows such concessions. It seems 
plain that most can be accomplished in 
the long run by a more neighborly 
policy of seeking favors for ourselves 
which will hurt no others. This is the 
dominant idea in the negotiations now 
in progress in Washington. 

What can be accomplished under the 
reciprocal tariff treaty system is prob- 
lematical. Certainly no great, much less 
revolutionary, concessions can _ be 
granted or expected. A few hundred 
thousand dollars of new trade here, 
perhaps a million or two dollars of new 
trade there, trading apples and other 
fruits with the Argentine in the respec- 
tive off seasons—certainly nothing very 
impressive in detail but perhaps fairly 
substantial in the aggregate. Much has 
been expected of reciprocity with 
Canada, but with higher manufacturing 
costs in the United States due to higher 
wages, shorter hours and restricted out- 
put under the N.R.A. such hopes are 
more or less vain. Much also is expected 
from reciprocity with Cuba, but any 
improvement in imports from Cuba 
can be made only at the expense of the 
fruit and vegetable growers of Florida 
and the beet sugar growers of western 
states while, as a market, Cuba cannot 
promise much. 
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An American Social Plan 


HE present economic order, com- 

monly called or miscalled, capital- 

ism, is under fire from every side 
with more or less of sniping from within, 
so that its enemies are jubilantly ex- 
pecting retreat and ultimate surrender, 
while its friends and defenders often feel 
as though they were fighting with their 
backs to the wall. Under the circum- 
stances, therefore, it is well to examine 
the nature and strength of the opposing 
forces in order to ascertain, if possible, 
how the battle is going and the prob- 
able outcome. 

Socialists of the school of Karl Marx 
have been denouncing capitalism for 
almost one hundred years as a system 
of exploitation by which the wage 
earners who, as they imagine, create all 
values, are robbed by parasitic property 
owners and employers of an ever in- 
creasing mass of surplus value in rent, 
interest and profit, so that the rich are 
growing richer and the poor poorer. 
Presently, therefore, the proletariat 
of all countries will unite, throw off 
their chains, and win the world. 

Communists point to Soviet Russia 
as a country where the social revolution 
has actually taken place, and where, 
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under the dictatorship of the communist 
party, a large measure of state socialism 
has been in operation, while the Russian 
people, though none too prosperous 
as yet, have lived and multiplied. The 
Marxian system has been tried on the 
dog and, strange to say, the dog lives. 

The American skilled worker, with 
his modern dwelling, his radio and his 
automobile, did not pay much attention 
to socialistic theory before the debacle 
of 1929, but now that the depression 
has entered upon its fifth year and there 
are still millions of unemployed he is 
beginning to wonder whether capitalism 
has not really broken down, and whether 
it is recovery or revolution that is just 
around the corner. 

To save the situation the technocrats 
attack capitalism from within, de- 
nouncing “laissez-faire,” otherwise 
known as “rugged individualism,” 
pointing to labor-saving machinery as 
the chief cause of unemployment, and 
forecasting far more of it unless we 
have thoroughgoing economic planning 
which, they think, under the direction 
of wise and virtuous engineers, could be 
far more successful in the United States 
than it has been in Soviet Russia. 


Some few economists, even, are losing 
faith in free competition, supply and 
demand, the factors of production, 
the shares in distribution, saving, in- 
vestment and all our sacred shibboleths, 
and are turning for comfort and deliver- 
ance to another set of slogans and myths 
—strange gods for professors of the 
“dismal science.” Thus Professor H. P. 
Fairchild, of Yale, in an article on “The 
Fallacy of Profits,” says: “A social 
system that allows itself to be domi- 
nated by the profit motive is doomed to 
recurrent calamity and eventual ca- 
tastrophe.” 

Among other counts brought against 
capitalism is one directed against the 
very heart of the present economic order 
by some of our best citizens, who set the 
profit motive in absolute opposition to 
the Christian doctrine of service. Busi- 
ness, as everybody knows, is carried on 
in the hope of profit, and it is correct to 
say, with all the economists from Adam 
Smith to Fairchild, that in the pursuit 
of profit the business man is motivated 
largely, though not wholly, by self- 
interest. But, says this group of critics, 
self-interest in the pursuit of gain is 
nothing but greed or avarice which, as 
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all theologians know, is one of the 
seven deadly sins. They cite Biblical 
precepts to support their case. 

However, it is surely better to discuss 
the question of service versus profit in 
business without theological assump- 
tions that serve to befog the real issue, 
which arises from conflicting interests 
in the business world. As a matter of 
fact, there is and always has been more 
or less of service in business. When we 
say, in response to the demands of 
Simple Simon or some bandit, “ busi- 
ness is business,” we mean that it is not 
charity, which is giving something for 
nothing, nor robbery, which is taking 
something for nothing, but business 
merely, which is giving something for 
something, service for service, value 
for value, guid pro quo. The foundation 
of business, therefore, the principle 
of exchange of goods and services, is 
perfectly ethical and, in the history of 
the human race, the development of 
business, with all its incidental evils, 
has involved a highly beneficial ad- 
vance on previous predatory times when 
might was right. 

Not infrequently, indeed, we find 


business people selling goods or services 
without profit, or even at a loss, but 
that is usually a temporary condition. 
In the long run business cannot be 
carried on without profit, for that is the 
remuneration of business enterprise, 
just as wages are the pay of labor and 
interest the reward for the saving, 
conserving and investing of capital. 
If we say that business people should 
serve without profit, we might as well 
say that laborers should work without 
wages and owners of property should 
let others have it without rent or inter- 
est. But even in such a social order, 
which would be state socialism or 
communism, the servants of the state 
would have to be supported by the 
state, as they could not serve without 
being served. 

Service without profit, then, is not 
unknown in business, but profit with- 
out service seems to be far more com- 
mon. At least, one hears more about it 
and, in view of the reported crimes of 
business men, one is tempted to think 
that they are all thieves and robbers. 
Yet most of the business men whom 
we know seem to be respectable and 
useful citizens, and if we look at any 
list of occupations, such as that of the 
fifteenth census of the United States, 
we can readily see that our farmers, 
merchants, manufacturers, bankers, 
professional people and the rest are, 
as classes, if not as individuals, useful 
to society in one way or another. 
Of course, where there are lambs there 
are wolves, and, in view of the history 
of man, it is a wonder that predation 
is not more common. It will pass away, 
socialists say, when profit is gone, but 
if man be really a predatory animal 
his predation will continue, though in 
new forms, in the new social order. 
So good an idealist as Reinhold Niebuhr 
is realistic in this respect when he writes: 
“Even socialized human beings are 
selfish to the end that their selfishness, 
when cumulated in group life, achieves 
a force of group egoism of demoniac 
proportions.” 

Evidently, the issue between service 
and profit in business resolves itself 
into a question of control of predatory 
people rather than the destruction of the 
economic order in which their predation 
goes on. And, in fact, they are con- 
trolled and can be still better controlled, 
by custom, ethical standards, public 
opinion, education, enlightened self- 
interest, competition, law and all the 
other social forces which limit and hold 
in check the acquisitive and the preda- 
tory desires of man and even make them 


work for the general good. To say that 
capitalism must be destroyed because 
some capitalists acquire and enjoy 
excessive profit is much like saying 
that the human race should be steri- 
lized because of the many evils con- 
nected with the sexual life. 

There are, of course, illegitimate and 
excessive profits, but it is a question 
whether, on the whole and as a class, 
business men do not create all that they 
receive, and whether, under socialism 
or communism, the national income 
might not be reduced by the full 
amount of profit which is the share of 
those who assume the risk and responsi- 
bility of business. Certainly, as Owen 
D. Young has said, the business men of 
the United States, with the aid of 
science and invention, have created 
the vast supply of goods and services 
which we have today. If so, a new social 
order, in trying to redistribute, might 
succeed in killing the goose which has 
laid the golden egg. 

A few figures from recent investiga- 
tions may throw light on the social 
functions which business people per- 
form and the question as to whether 
they do or do not, as a class, receive 
excessive profit. 

One of the best studies along this line 
has lately been made by Simon Kuznets, 
the results of which have been pub- 
lished in Bulletin 49 of the National 
Bureau of Economic Research. For the 
year 1929 the national income (paid 
out) of the United States is given as 
$81,040,000,000, of which the labor 
income was $52,867,000,000, or 65 per 
cent; the property income $12,215,- 
000,000, or 15 per cent; and the en- 
trepreneurial income $15,956,000,000, 
or 19 per cent. In 1932, the total na- 
tional income (paid out) is estimated at 
$48,952,000,000, of which the labor in- 
come was $31,595,000,000, or 64 per 
cent; the property income, $8,489,- 
000,000, or 17 per cent; and the entre- 
preneurial income, $8,872,000,000, or 
18 per cent. According to these figures, 
about 65 per cent of the national income 
is usually paid in wages and salaries, 
but to this amount must be added the 
labor income of farmers, professional 
people, small traders, manufacturers 
and others, so that the total labor 
income of the United States must be 
well above 70 per cent of the national 
income, and the combined property and 
entrepreneurial income considerably less 
than 30 per cent. If now we deduct from 
this 30 per cent something like 15 per 
cent of property income—interest and 
dividends— (CONTINUED ON PAGE 64) 
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E five most important implica- 
tions of the Frazier-Lemke act as 
they affect country banks are: 

first, the reduction in the book value of 
their assets through the scaling down of 
farm mortgage principal; second, the 
freezing of assets through the require- 
ment that only 1 per cent to 5 per cent 
of the principal need be paid annually 
for five years; third, the reduction in 
interest income toa possible 1 per cent of 
the farm mortgage principal, or, as an 


alternative, merely “reasonable rental” 
for the farm property involved; fourth, 
the moral effect on farm mortgage bor- 
rowers; fifth, the threatened drying-up 
of the farm mortgage market as a 


safe outlet for private loanable funds. 

Fortunately, in view of the possible 
results of this legislation, the proportion 
of the total outstanding farm mortgages 
held by country banks is much less than 
is popularly supposed. 

By 1932 there had been a decrease in 
the total amount of farm mortgage in- 
debtedness outstanding, according to 
the United States Bureau of Agricul- 
tural Economics, bringing the total for 
the latter year down to about $8,500,- 
000,000. Later estimates set the present 
total at about $8,000,000,000. 

The 1933 report of the Farm Credit 
Administration shows the amount of 
outstanding loans as of November 30, 
1933, on the books of the Federal land 
banks as $1,156,170,209 and on the 
books of the joint stock land banks as 
$400,977,015. This is an increase since 
1928 of about $10,000,000 for the 
Federal land banks and a decrease of 
about $260,000,000 for the joint stock 
land banks. According to a bulletin 
issued by the Farm Credit Administra- 
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‘One effect of the new law seems reasonably certain: the complete 

Federalization of farm mortgage loans. Through the Farm Credit Ad- 

ministration the farm loaning activities of the Government have been 

greatly expanded.”’ In the picture are Mr. Davis and Mr. Christgau of 
the FCA, inspecting an acreage reduction map 
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tion on July 2, the Federal land banks 
and the Federal Land Bank Commis- 
sioner together now hold 20 per cent of 
the total farm mortgage debt of the 
United States. 

At the end of 1932 the reports of 40 
life insurance companies representing 
82 per cent of the admitted assets of all 
legal reserve companies in the United 
States, showed that they owned $1,433,- 
000,000 worth of farm mortgages, a de- 
crease of about $735,000,000 since 1928. 

While banking changes since 1928 
make it extremely difficult to correlate 
the figures between that year and the 
present, indications are that the de- 
crease in farm mortgages held by 
operating banks amounts to about 60 
per cent. 1928 figures of the United 
States Bureau of Agricultural Econom- 
ics showed a total of $1,022,600,808 in 
farm mortgages held by commercial 
banks in that year, while the latest re- 
port of the Comptroller of the Cur- 
rency shows only $425,559,000 held by 
the 14,624 licensed banks reporting as 
of June 30, 1933. Undoubtedly a con- 
siderable portion of this difference may 
be accounted for by the banks in re- 
ceivership, which were not included in 
the report. 

The farm mortgage holdings of these 
reporting banks are distributed as fol- 
lows: 4,902 national banks, $262,255,- 
000; 7,714 state banks (commercial), 
$84,043,000; 576 mutual savings banks, 
$34,386,000; 1,029 loan and trust com- 
panies, $29,338,000; 219 stock savings 
banks, $15,132,000; and 184 private 
banks, $405,000; a total of 14,624 banks 
with holdings of $425,559,000. 

The holdings of the national bank 
group, larger than all the others com- 
bined, are divided as follows: two cen- 
tral reserve cities (New York and 
Chicago), $3,385,000; 59 other reserve 
cities, $103,715,000; country banks (all 
those outside the reserve cities), $155,- 
155,000. 

As may be expected, the largest hold- 
ings of farm mortgages among country 
national banks are to be found in the 
middlewestern agricultural states. This 
group of states accounts for $46,355,000; 
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the southern states, $43,125,000; the 
eastern states, $25,544,000; the western 
states, $19,841,000; the Pacific states, 
$16,733,000; and the New England 
states, $3,458,000. 

That the life insurance companies 
will be the institutionschiefly affected by 
the new legislation seems quite obvious. 
And the figures which are available 
indicate that country banks will be 
affected the least of any of the groups. 
If we add to the $155,000,000 farm 
mortgage holdings of country national 
banks the entire holdings of all report- 
ing commercial state banks (many of 
which are not classed as country banks), 
amounting to $84,000,000, we still have 
less than 3 per cent of the $8,000,000,000 
farm mortgage paper outstanding. This 
is less than the amount owned by 
active farmers alone in 1928. 

The extent to which the book value 


of country bank assets will be scaled 
down under the operation of the new 
act is of course problematical. Of the 
total assets of country national banks, 
amounting, on June 30, 1933, to $3,- 
160,285,000, only $155,155,000, or 5 
per cent, was in farm mortgages. And of 
the $6,552,142,000 assets of the 7,714 
reporting commercial state banks, only 
$84,043,000, or 1.3 per cent was in farm 
mortgage paper. Thus it is apparent that 
even under the most drastic mark-down 
only a relatively small amount of assets 
could possibly be affected. 

If we assume that the reappraisal 
figures, provided for under the new 
amendment to the bankruptcy act, at 
which the farmer may buy back his 
farm, will represent an honest and non- 
political basis of value, we should have 
approximately the real worth or “re- 
sponsible values”, specified by the Fra- 
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zier law, of farm land at the time. It is 
probable that this is now at or near the 
bottom of the present decline. Taking 
the Department of Agriculture index 
for all farm lands and improvements at 
100 per cent for 1912-14, the index rose 
to 170 per cent in 1920 and declined to 
73 per cent in 1933. With the hundreds 
of millions of dollars expended for farm 
relief, with the surge of urban popula- 
tion toward the farms amounting during 
1931 and 1932 alone to 740,000 people, 
net, and with the farm population in 
1933 at an all-time high, a much further 
decline seems doubtful. 

If there is a wholesale movement for 
relief under the new act one result will 
be the temporary slowing up of farm 
mortgage payments to the extent that 
only 16 per cent of the principal may be 
required to be paid within a five-year 
period: 1 per cent the first year, 214 per 
cent the second and third years and 5 
per cent the fourth and fifth years. 
However, in the case of country na- 
tional and all reporting state banks this 
would result in the collection during 
that period of some $38,000,000 of prin- 
cipal, which possibly is at a greater 
rate than that at which payments 
have been made during the last five 
years. 

The provision of the amendment un- 
der which interest payments may be 
limited to 1 per cent, or to “reasonable 
rental” for the new appraised value of 
the land, will affect the interest income 
of all farm mortgage holders. The extent 
to which this is likely to affect country 
banks cannot be closely estimated for 
the reason that separate earnings figures 
are not given by the Comptroller for 
country national banks and no earnings 
figures at all are given for banks other 
than national. (CONTINUED ON PAGE 74) 
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The Prohibition of Plenty 


By GEORGE E. ANDERSON 


T would be difficult to find in the 
whole realm of human ideas satirical 
comment more bitter and trenchant 

upon the folly of restricting the produc- 
tion of wealth as a means toward re- 
covery than is found in the operations 
of nature in recent weeks. 

For more than five years the Govern- 
ment of the United States has been 
endeavoring to bring prosperity to 
agriculture and indirectly to the whole 
people by restricting the production of 
the American farmer. In its endeavor 
to do so it has expended something like 
a billion and a half dollars only to find 
in the end that its efforts were more or 
less futile. Just at the time when a 
change in policy in the direction of in- 
creasing restriction was becoming in- 
evitable if crop reduction was to be 
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made really effective, nature steps in’ 
and in a few weeks drought and hot 
winds have removed all agricultural 
surpluses except that in cotton and 
have greatly reduced the surplus of that. 

While there seems to be no danger of 
a food shortage for the present, the 
Government finds itself embarrassed by 
the very completeness of its restrictive 
program. It is a comedy situation super- 
imposed upon grim tragedy. 

True, the grain farmer, cattle raiser, 
and dairyman have Government boun- 
ties to fall back upon. Contracts for the 
restriction of production have been 
made and the producers, or rather non- 
producers, are entitled to their money. 
Cash payments have been considerable 
and have meant much to farmers and 
country banks in the districts directly 


‘affected. Payments made in the past 


month have brought the total distribu- 
tion of wheat money under crop restric- 
tion arrangements for the current year 
up to a little over $97,000,000. That is 
a sizable addition to the income of the 
producers of wheat whose 726,000,000 
bushel crop in 1932 had a farm value of 
only $238,305,000, according to the 
Secretary of Agriculture, while their 
527,000,000 bushel crop last year, under 
similar bounty and other control agree- 
ments, brought them $357,525,000 in 
addition to benefit payments. In the 
few states or districts in which the 
wheat crop has been passably good, 
wheat farmers and the banks which 
depend upon them are enjoying the 
benefits of both good harvests and Gov- 
ernment bounty. In the greater portion 
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of the wheat producing areas, however, 
the bounty benefits are about all the 
wheat farmers will receive. 

These benefits are not enough to 
keep the recipients going, and other 
forms of relief will be necessary. Had 
the farmers been able, through Govern- 
ment help or otherwise, to hold their 
unmarketable excess crop last year, as 
was the original plan of the cooperative 
organizations, they would now be in a 
position to realize substantial and natu- 
ral benefits in higher prices. The income 
of farmers and benefits to banks in 
agricultural regions might have been 
considerably greater. Under present 
circumstances much of the benefit of 
higher prices will have passed into other 
hands to the profit of middlemen at the 
expense of the general consumer—the 
forgotten man. 

The turn in the wheat situation be- 
cause of drought raises the question of 
ultimate benefit to farmers and country 
banks in the entire crop reduction enter- 
prise. The situation in the cotton pro- 
ducing states is somewhat different from 
that in wheat states, although in the end 
the two may approximate the same re- 
sults. Drought and conditions favorable 
to the boll weevil threaten to produce in 
the cotton crop a state of affairs similar 
to that in wheat, while in the meantime 
the operations of the Bankhead Act to 
restrict cotton production promise to in- 
tensify a situation already of doubtful 
benefit both to farmers and country 
banks. 

In many respects the Bankhead Act 
epitomizes the whole crop restriction 
program, both in the fact that it carries 


regimentation of the farmer to the 
highest degree and also because the 
cotton control enterprise is the most 
comprehensive undertaking of the Agri- 
cultural Adjustment Administration. 
Under the provisions of this law a 
penalty is imposed upon all production 
of cotton in excess of ten million 500- 
pound gross weight bales, equivalent to 
10,460,251 bales of 478 pounds each, net 
weight. The 10,000,000 bales have been 
apportioned by quotas to the cotton 
producing states, counties and individ- 
ual producers on the basis of previous 
production. No cotton produced in ex- 
cess of the allotments can be sold except 
upon payment of a tax of 50 per cent of 
the current central market prices. As a 
result of the Government’s campaign, 
farmers have planted or at least have 
agreed to plant, 15,350,000 less acres in 
cotton than last year, when there was a 
reduction of nearly 6,000,000 acres from 
the previous year by plowing under the 
growing crop. This agreement was based 
upon benefit payments by the Govern- 
ment amounting to about $130,000,000. 

It is estimated by the Washington 
authorities that this means a crop of not 
to exceed the limit of 10,000,000 bales, 
as compared with an average crop of 
14,666,000 bales for the previous five- 
year period. The estimate is based upon 
a normal to good crop growing season. 
Recent drought conditions reflected in 
the latest Government cotton crop re- 
port promise to hold the actual crop to 
a 10,000,000-bale limit, or even less. 
From the producers’ standpoint this is 
as it should be. The milk in their cocoa- 
nut is the $130,000,000 in cash benefits, 
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There have been and are many features of this 
program which offend the sensitive and sur- 
prise the many who do not realize that under 
our present system it is good business to pre- 
vent the production of surplus wealth. It has, 
for example, been taken for granted that when 
an automobile factory could no longer manu- 
facture automobiles at a profit, it would stop 
production. Unfortunately and inexplicably, 
it has also been taken for granted that when a 
farmer could no longer grow wheat at a profit, 
he ought to increase his production.—Under 
Secretary of Agriculture Tugwell in a recent 


speech. 


derived from processing taxes on cotton 
manufactures, which will be increased 
as far as the traffic will bear as a result 
of the unexpectedly short crop which 
now seems probable. 

From the standpoint of the consumer 
the situation has an entirely different 
aspect. Between restriction and natural 
forces he already faces a shortage in 
breadstuffs, meats and dairy products. 
Unless the late growing season modifies 
the latest Government cotton forecasts 
he faces a similar shortage in the cloth- 
ing which goes on his back. 

It appears, however, that in agricul- 
tural adjustment the consumer is not 
to be considered. The Federal authori- 
ties propose to continue the policy of 
crop restriction, promising a modifica- 
tion of the program for next year only 
in case there is an actual shortage of 
supplies for American consumers. The 
idea is that there must be no surpluses 
of these essential, world-needed staples. 
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JUST how the matter of a possible sur- 
plus or shortage can be determined in 
advance does not appear. In the case of 
wheat it is quite evident that a recur- 
rence of drought and hot winds in the 
next growing season—and these things 
often come in a series—would reduce 
American stocks to a point where actual 
suffering, imported supplies at high 
prices, and serious loss to the American 
farmer as well as the American con- 
sumer would inevitably result. The 
situation in cotton probably would not 
be so serious, since this year’s carry-over 
is large enough even with a short crop to 
cushion world consumers over another 
bad season—at a price. 

Immediate benefits to farmers and 
country banks at a time when both are 
under considerable economic pressure 
render it difficult to take a dispassion- 
ate, long term view of crop reduction as 
a means of national recovery. It is not 
easy to look at a Government check of 
substantial amount and see the folly of 
wealth destruction and of production 
limitation. For all that, the folly is there 
and drought and hot winds have merely 
emphasized it. Aside from the effect of 
abnormally high prices for wheat, cot- 
ton and other necessities of life upon 
American consumption of such prod- 
ucts, which in the long run is the main 
reliance of the American farmer, and 
disregarding the effect of abnormally 
short crops upon American farm earn- 
ings even at high prices, it does not seem 
to have occurred to the Federal authori- 
ties that raising the price of wheat above 
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world levels naturally takes American 
wheat out of world markets and stimu- 
lates the production of the grain in 
countries, such as France and Italy, 
which normally import a considerable 
share of their breadstuff supplies. Partly 
in an effort to reduce their adverse in- 
ternational balance and partly in pro- 
test against artificially high prices, 
France, Italy and other countries in 
a lesser degree have become all but 
self-supporting in breadstuffs in a 
normal crop year, thus reducing mate- 
rially the normal market for American 
wheat. 

The result in the case of cotton prom- 
ises to be even more disastrous, since 
cotton is now being raised on an increas- 
ing scale in an increasing number of 
countries quite capable of producing 
their own cotton supply. India, Egypt 
and the Soudan, Russia, China, the 
Argentine, Brazil and various Central 
American countries now produce cotton 
not only in volume large enough to 
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supply their own needs in part but also 
large enough in the aggregate to be a 
considerable factor in the export market. 
Over one-third of the world’s produc- 
tion of cotton is now produced outside 
of the United States. 

Prices for cotton in the United States, 
which are higher than production costs 
in other countries under present world 
conditions, merely mean that produc- 
tion in these other countries is stimu- 
lated and forced above normal, with the 
ultimate result that more countries will 
produce their own raw cotton supplies, 
and the export surplus in world produc- 
tion by farmers in other countries, will- 
ing to accept less for their product than 
is demanded by American producers, 
will gradually crowd the American 
cotton producer out of the world market 
he has so long and more or less ex- 
clusively enjoyed. 

The fact of the matter is that world 
cotton production has already passed 
out of the exclusive control of the 


The map shows distribution of American cotton markets in 
1932, before the Government undertook large scale crop re- 
striction. It will be interesting to note what changes will occur 
as a result of the higher prices which may stimulate cotton 
production by America’s foreign competitors. The map 
furnishes a fair indication of the size of the task and the na- 
ture of the responsibility assumed by the scarcity economists 
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American farmer, and the campaign in 
the United States to raise cotton prices 
above present world levels is an open 
invitation to ultimate disaster, It 
scarcely seems possible that an en- 
lightened Government will, on the one 
hand, preach that a revival of the export 
of agricultural products is the only per- 
manent solution of the American agri- 
cultural situation and, on the other, 
practice policies which tend to lift 
prices of American products far out of 
the reach of foreign consumers. Such, 
however, is the actual policy now fol- 
lowed in the United States. 

Crop restriction also has its dangers 
and involves losses from a domestic 
standpoint. The most immediate con- 
crete result of cotton crop reduction is 
that the new crop requires a propor- 
tionate reduction in cultivation. This 
means that the large cotton planters 
require less labor in planting, cultivat- 
ing, picking, ginning and other processes 
all the way through to the market. 
Tenant farmers, who produce most of 
the cotton crop, have less of an oppor- 
tunity to employ their energies and 
labor fully while the small negro land 
owner—“‘five acres and a mule” pro- 
ducer—is in a similar position. Professor 
James E. Boyle of Cornell University 
estimates that the cotton restriction 
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plan is throwing 200,000 tenants out 
of work. 

Reduction in grain production has 
thrown many thousands of workers out 
of employment, resulting in their emi- 
gration to the larger cities where they 
appear upon the relief rolls. The entire 
program has placed many thousands of 
people upon charity and has been an 
easily overlooked factor in the unem- 
ployment situation. Even if the net 
result of restriction is higher prices and 
as great or even a greater return to the 
cotton producers in the aggregate than 
would have been realized without re- 
striction, the net results of the plan 
cannot work to the benefit of a com- 
munity as a whole nor can it, in the 
long run, work to the benefit of banks 
or business men individually, whatever 
may be the temporary advantage. 

Indirect effects of crop restriction in 
any one line are perhaps as important 
as the direct effect. Reduction in wheat 
acreage naturally results in the planting 
of other crops. Cotton reduction in the 
southern states has already resulted in 
an increase in the production of corn 
and hogs in cotton states, thus increas- 
ing the supply of products in which 
there is a so-called surplus nearly as 
imposing as that in cotton. The reduc- 
tion in cotton acreage results in a falling 
off in the demand for hay and grain 
usually imported into the cotton grow- 
ing states from other parts of the 
country. 

Reduction in cotton and wheat acre- 
age results in a decrease in the demand 
for agricultural machinery and imple- 
ments, for live stock, and all supplies 
required in production. Restriction in 
the production of any of these com- 
modities, in short, results in a restriction 
in production and trade in many other 
lines and tends directly to defeat its 
own purpose by reducing the consump- 
tion of the very products whose price 
rise is sought as the major object of the 
whole undertaking. 

The effect upon the country’s finan- 
cial situation is not negligible. Reduced 
production of cotton and grain means 
reduced tonnage for the railways, re- 
duced earnings and a further complica- 
tion of an already complicated financial 
situation among carriers. Naturally this 
in turn affects the ability of the trans- 
portation companies to adopt the im- 
provements and make the capital ex- 
penditures which are now generally 
considered the most important element 
in business recovery. Whatever benefits 
are enjoyed under the farm bounty and 
crop restriction system are at the ex- 


\\ 


Ze 


BROWN IN THE NEW YORK HERALD TRIBUNE 


This cartoon, entitled ‘*‘The Next Back to the Farm Move- 
ment,”’ was published last March 


pense of the general public in processing 
taxes, and processing taxes are just as 
benumbing to general business and just 
as much of a drain upon national econ- 
omy as any other form of taxes. They 
affect the general buisness situation just 
as seriously. 

From the banking standpoint the 
benefits or disadvantages of the restric- 
tion system are temporarily mixed. It is 
generally admitted that the plowing 
under of cotton last year resulted in 
better prices for cotton. In spite of the 
fact that production in 1933, in face of 
the destruction of 10,400,000 acres of 
growing crops, amounted to 13,177,000 
bales as compared with 14,666,000 bales 
average for the previous five-year pe- 
riod, the price of the staple has risen 
from around five cents to around 12144 
cents per pound. The Department of 
Agriculture claims that the increased 
price, together with $112,000,000 paid 
for the destruction of the crop in cash 


“rental” benefits, brought the total 
return for last year’s crop to $857,248,- 
000, as compared with $425,488,000 
received for the 1932 crop. 

That this increase, or so much of it as 
is real, has been of immediate benefit 
to trade in the cotton districts, albeit at 
the expense of the rest of the country, 
admits of no question. An observer 
need only to compare business activity 
in the Atlanta, Richmond and Dallas 
Reserve districts during the past six 
months with that of other farming 
districts to appreciate the stimulation 
increased prices and benefits from the 
public purse have brought these regions. 
Similar effects, though in somewhat 
lesser degree, can be noted as a result 
of the wheat bounties paid farmers in 
the West and Central West. Indirectly 
banks have benefited from this inpour- 
ing of funds as much as the producers 
themselves. Old loans have been paid off 
by farmers (CONTINUED ON PAGE 76) 
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By HUGH W. GROVE 


Trust officer, First Wisconsin 
Bank and Trust Company, 
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Social Insurance 


R many years a trend has been 
evident toward social insurance of 
one sort or another: employment 

insurance, old age insurance, pensions, 
disability, and the like. During the past 
few months this movement, hitherto 
rather vague and formless, has taken 
shape as a more aggressive drive. It is 
evident in many states, likewise in 
Washington. The Administration is 
definitely social-minded, and indicators 
point to the probability that social 
legislation of this type will be submitted 
to Congress at the next session. 

How, if at all, does this affect banks 
and trust companies? We asked our- 
selves this question when the Wisconsin 
legislature back in 1931 passed an 
unemployment insurance act. This 
act, after postponement due to its 
obvious ineffectiveness in a period of 
general unemployment, took effect July 
1, 1934. It was plain for several months 
prior that it would not again be post- 
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poned. We needed to be ready to proceed 
if, on investigation and deliberation, the 
funds provided for under this act should 
prove of a sort to which we could 
profitably turn our attention. 

I am here citing the Wisconsin act 
not because it is of direct interest to 
trust men and bankers in other states 
but rather because it may be considered 
a fair example of the type of legislation 
which may become wider spread, and 
also because it brought the entire sub- 
ject of social trends and trust funds 
rather forcefully to our attention before 
this was a subject of major importance 
in the minds of most trust men else- 
where. In consequence, we have been 
thinking over the possibilities inherent 
in other social insurance of this general 
type. Conceivably the result of this 
thinking may be of some slight benefit 
to other trust men who have not as yet 
been faced with this problem. 

Suppose we examine first a few of the 


highlights of this Wisconsin act. It pro- 
vides that employers of more than ten 
people in the lower-income levels (for 
brevity let us not go too specifically into 
detail) must set aside 2 per cent of that 
portion of their monthly payrolls paid 
to people earning incomes of less than 
$300 per month. The beneficiaries of 
the employment insurance, pleasé no- 
tice, are only those people earning 
$1,500 per annum, or less. When the 
monthly payments of 2 per cent total 
$55 per employee in the class of $1,500 
or under the rate shall be cut to 1 per 
cent and shall continue at this rate until 
the fund totals $75 per employee in this 
class. The fund may never exceed this 
sum, $75 per employee. Under terms too 
detailed to outline here, the employee 
of the eligible class laid off receives 
from this fund benefits not to exceed 
$10 per week for periods varying accord- 
ing to his individual situation or until 
the fund is exhausted. Reasonable 
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safeguards are set up for the investment 
of these funds, limiting the eligible in- 
vestments to United States obligations 
and Wisconsin municipals. Also, lest 
an unemployed beneficiary be delayed 
in receiving payment, a portion of the 
fund must at all times be in cash or 
equivalent. 

Now let us interpret this into terms 
of possible trust or banking business. 
The limitation of $75 per eligible em- 
ployee sets a top limit on the fund which 
must be accumulated; once this is 
reached, the fund will increase only 
when and if the number of employees 
on the payroll is increased. A corpora- 
tion employing 2,000 people in the 
stipulated income class would there- 
fore build its fund to a maximum of 
$150,000; an employer with 100 such 
employees, to $7,500; an employer with 
30 employees, to $2,250. It becomes at 
once obvious to the experienced trust 
man that only the larger employers 
would offer any opportunity for a 
profitable trust account in a trust 
company or trust department primarily 
engaged in doing a trust business; in a 
small bank where the trust activities 
are handled by a man necessary to the 
banking business but with some time to 
spare from banking, smaller trust funds 
under this act’s provisions might con- 
ceivably be desirable. Since there are 
in any community comparatively few 
large employers, it is apparent that the 
possibilities for new trust profits from 
this type of social insurance legislation 
are meagre for established trust com- 
panies or trust departments doing 
business on a substantial scale. Just 
where the line will be drawn must 
depend upon the size and type and 
individual situation of the trust institu- 
tion involved. Any competent trust 
officer has a rather definite idea of the 
size of the fund he can profitably handle, 
and the volume of fee income essential to 
make a given trust attractive. 

So much for the larger employer. He 
can, under the Wisconsin act, provide 
employment insurance for his people in 
any one of several ways provided by 
law or approved by the industrial 
commission. If the commission ap- 
proves, a financially substantial em- 
ployer may set up a reserve fund for this 
specific purpose. He may guarantee his 
people 42 weeks employment annually, 
which exempts him from setting up a 
separate fund. He may set up a trust 
fund under a form of agreement ap- 
proved by the commission—which is the 
arrangement under which we have been 
accepting trusts of this type. 


But will the smaller employer have 
these options open to him? Unless he is 
unusually substantial, the commission 
is unlikely to approve either a reserve 
account or guaranty of employment. 
The comparatively small trust fund is 
not greatly desired by the larger trust 
companies. Here is where this set-up of 
social insurance touches the banks as 
distinguished from the trust companies 
or trust departments. The employer 
may establish a separate bank account, 
subject to a form of agreement limiting 
its use to unemployment benefits. This 
is already bringing in a substantial 
volume of new deposits to many Wis- 
consin banks. The plan provides an ideal 
method for the smaller employer be- 
cause it will give him absolute safety 
of the funds—only banks operating 
under Federal Deposit Insurance Cor- 
poration insurance are eligible to hold 
such funds—at absolutely no cost for 
administration of the funds. 

It is worth commenting upon some 
aspects of the funds set up under the 
Wisconsin act, not because of their local 
application but because they seem in- 
herent in any employment insurance 
plan which may be set up anywhere. 
The fund will grow slowly, taking per- 
haps two or three years to reach the $55 
figure and another one or two years to 


TRUST FUNDS 


reach the $75 maximum. During its life- 
time, the fund must be highly liquid, 
since immediately after layoffs take 
effect the disbursals from the fund 
commence. This is, of course, the reason 
for the investment provisions already 
outlined. Moreover, layoffs are most 
likely at a time when security prices are 
soft; so the investments must be of a 
type for which a ready market always 
exists. The corollary is obviously a low 
yield on funds in the trust which are 
permitted investment at all. 

When such a trust fund begins to 
shrink, it will in all probability shrink 
materially, and may conceivably be 
wiped out within a few weeks. Hence 
this type of trust fund is not particularly 
attractive from the standpoint of per- 
manence. To be sure, it will presumably 
begin its upward climb again when busi- 
ness conditions improve—ii the donor 
corporation has weathered the depres- 
sion causing the unemployment. But 
there are these distinct drawbacks 
which seem inseparable from this type 
of trust. 

Is the picture gloomy? Unquestion- 
ably the volume of income and type of 
business for trust companies and trust 
departments under unemployment in- 
surance laws comparable with the 
Wisconsin act (CONTINUED ON PAGE 56) 
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It is the development of means of 
rapid communication and trans- 
portation which has made the rise 
of banditry and robbery in the 
United States possible. The tele- 
phone, telegraph and radio, to- 
gether with the high powered 
motor car, form a combination 
which enables modern criminals 
not only to plot a crime to perfec- 
tion but also to check and perfect 
every detail of the plan before 
and then get away 
successfully 


execution 


HERE has long been a feeling that 
when the Government of the 
United States got after the inter- 
state criminal that individual would 
have to go. If this theory can be relied 
upon there is a fine prospect that bank 
robbery as an industry will soon be a 
thing of the past along with the depre- 
dations of Robin Hood, Fra Diavolo or 
the Jesse James type of romantic thief. 
The Government in Washington is 
now on the job, acting not only through 
the state governments but also on its 


Crime Meets A 


own account. On August 6 one Charles 
Erb Redding was convicted in the 
Federal court at Los Angeles, California, 
on the charge of having robbed a Los 
Angeles bank three times within twelve 
days. It was the first conviction under 
the new act of Congress making robbery 
of national banks or banks which are 
members of the Federal Reserve Sys- 
tem an offense against the national 
Government. 

In that respect it is historic in the 
annals of American criminal law. It 
may also be taken as an historic case in 
the campaign of the Federal Govern- 
ment to protect the country’s banks 
from the criminal infestation from 
which they have suffered so long and so 
grievously. 

As bank robbers go, Redding was 
something of a piker. His method was to 
enter a branch of a large bank in which 
few employes were working, passing in 


Cooperation between the Federal authorities and local 

governments in criminal matters may be assumed; that 

between communities may also be assumed within certain 
limits, but these limits may be important 
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unnoticed with other persons patroniz- 
ing the establishment. Walking up to a 
teller’s window he would present a gun, 
demand money, and when the teller 
handed him a bundle of currency, slip 
through the crowd to his parked auto- 
mobile and escape in the usual city 
traffic. 

He robbed the Twenty-fourth and 
Hoover branch of the Bank of America 
National Trust and Savings Association 
in Los Angeles of $307 on June 7 in 
this manner; four days later he robbed 
the Fifty-seventh and Broadway branch 
of the same bank of $835; eight days 
later the Whittier and Lorena branch of 
the same bank of $520. He also ad- 
mitted having robbed another Los 
Angeles bank during the current year. 

He was traced by his automobile 
license plate and was caught in Salt 
Lake City, Utah, on July 12 by local 
police working in cooperation with 
agents of the Department of Justice. 
On August 6 he was sentenced to 40 
years in the Federal penitentiary on 
McNeil Island, Washington. 

As an example of what lax state 
parole laws can do and the ease with 
which criminals have escaped justice it 
may be noted that within the past 12 
years Redding had been arrested six 
times for felonies ranging from at- 
tempted rape to forgery, grand larceny 
and robbery. He was convicted three 
times and was under parole at the time 
of the Los Angeles robberies. 

Comment upon parole with such a 
record seems unnecessary. Comment 
upon a 40 year sentence under Federal 
law also seems unnecessary. In both 
cases the facts speak for themselves. 

Be it noted also that the triple play of 
crime, arrest and punishment covered 
just three months,—from June to July 
to August. The prompt and certain 
punishment for crime which is the prime 
requisite for preventing crime has been 
realized under Federal law. When 
Uncle Sam acts, he acts quickly, vigor- 
ously and effectively. 

The exceptional feature of the Red- 
ding case is that it is a conviction under 
a Federal statute for what heretofore 
has been a state offense only. However, 
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it illustrates the inter-state nature of 
most bank robberies and the part the 
Federal Government can play effectively 
in the detection, punishment and pre- 
vention of such crimes. It is quite likely 
that ordinary cooperation between the 
police forces of Los Angeles and Salt 
Lake City would have been sufficient to 
bring this criminal to justice in time, but 
it is also quite likely that if he had 
taken refuge in one of the great cities of 
the country where politics and police 
are only too closely allied he would have 
escaped detection and punishment for 
months and perhaps forever. 

With representatives of the Federal 
Government on the case the coopera- 
tion of local authorities was facilitated. 
Had it been lacking the agents of the 
Department of Justice could have acted 
upon their own initiative and authority. 
The case is scarcely typical since it 
seems to represent the operations of a 


lone criminal instead of an organized 
gang such as those responsible for most 
bank robberies. The presence of the 
interstate feature, however, and the 
ability of the thief to avoid local author- 
ities between successive attacks on 
branches of the same bank lead one to 
speculate as to how long it would have 
taken the local authorities in Los 
Angeles and Salt Lake City to get to- 
gether in the case had the cataclyst of 
Federal authority not been present. 
The exercise of Federal authority 
under Federal law in such cases is sup- 
plemental to the operation of state laws 
and in most cases of bank robberies it is 
probable that state laws will be allowed 
to take their course. In any event, as in 
the Redding case, local authorities must 
be relied upon to cooperate with the 
Federal agents and in the long run the 
stamping out of crime will depend largely 
upon the former. The efficiency of local 
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It follows, of course, that the only 
successful method of combating 
crime under such circumstances 
is by use of the same tools. The 
use of radio and high powered 
police cruising and scout cars has 
come to be common in some parts 
of the country, with notable 
success 


governments in fighting crime depends 
largely upon the influence of public 
sentiment. No criminal can long exist 
in a community which has no element 
more or less sympathetic towards crime, 
and the most powerful influence in pre- 
venting crime or in punishing it is an 
aroused, vigorous public opinion which 
will force local authorities to act 
promptly and efficiently in criminal 
matters. 

Under present conditions this in- 
volves prompt and wholehearted coop- 
eration with the agents of other com- 
munities and the Federal Government. 
It is toward this cooperation, supported 
by an aroused public sentiment, that the 
energies of Federal and state crime 
fighters are now bent. Their success in 
securing it naturally depends largely 
upon the attitude of people in the com- 
munities concerned. If banks want the 
added protection that such a coopera- 
tive system of crime fighting affords they 
must see to it that their own community 
does its part in the enterprise and meets 
the authorities of the Federal Govern- 
ment and those of other communities at 
least halfway. 

Cooperation between the Federal 
authorities and local governments in 
criminal matters may be assumed; that 
between communities may also be as- 
sumed within certain limits but these 
limits may be important. At the present 
time one of the most pressing questions 
of cooperation is that of prompt inter- 
communication between local govern- 
ments and the Federal Government 
and especially between local govern- 
ments. 

Undoubtedly public sentiment is the 
most powerful factor in ridding each 
community and the United States as a 
whole of crime and criminals. The 
people can get rid of both if they so 
will it and impress their will upon the 
local authorities for whose selection 
they are primarily responsible. In the 
process they now have the efficient 
support of the Department of Justice. 
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By MARTIN SAXE 


Mr. Saxe is a well-known 
authority on bank taxation 


The Impending 


“Double Taxation” of Banks 


tional banking system it has been 

the consistent policy of Congress to 
protect national banking associations 
against excessive and discriminatory 
taxation by the states. As Federal 
agencies, the banks, their property and 
their shares cannot be taxed under 
state authority except as Congress con- 
sents and then only in conformity with 
the restrictions attached to its consent. 
(Des Moines National Bank v. Fair- 
weather, 263 U. S. 103, 106.) 

Section 5219 of the U. S. Revised 
Statutes, as amended (U.S.C., Supp. 5, 
title 12, ch. 4, sec. 548) contains the 
grant to the states for the exercise of 
the power of taxation with respect to 
national banks. Until 1923 the Federal 
statute permitted only the taxation of 
the shares. By amendments in 1923 and 
1926 four alternative methods of taxa- 
tion were provided, as follows: 

1. The taxation of the shares. 

2. The taxation of the dividends on 
the shares through their inclusion in the 
taxable income of the owner or holder. 

3. The taxation of the net income of 
the association. 

4. The taxation of the association 
through an excise according to or 
measured by net income which may 
include the entire net income received 
from all sources. 

(Cumulative taxation, in addition 
to that involved in taxing both real 
property and shares, is authorized only 
as to a combination of the second alter- 
native method with the third or the 
fourth, where such combination is the 
policy of the state with respect to cor- 
porate dividends and income or excise 
taxes on corporations generally.) 

Even in the application of the fore- 
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**National banks are not 
merely private moneyed institu- 
tions but agencies of the United 
States created under its laws to 
promote its fiscal policies; ... ”’ 


(First Nat. Bank vy. Anderson, 
269 U. S. 341, 347.) 


going alternative methods the statute 
provides for limitations comparative 
with the taxation of other property and 
classes including state banks, so as to 
insure the national associations against 
discrimination. For instance, in the 
taxation of the shares, the tax imposed 
shall not be at a greater rate than is 
assessed upon other moneyed capital 
in the hands of individual citizens 
coming into competition with the busi- 
ness of national banks; in taxation 
upon net income or according to or 
measured by net income, the rate 
assessed shall not be higher than that 
upon other financial corporations nor 
higher than the highest of the rates 
upon mercantile, manufacturing and 
business corporations; in the taxation 
of the dividends, the rate shall not be 
greater than that assessed upon net 
income from other moneyed capital. 
Hence, it is surprising that the House 
Committee on Banking and Currency 
in the 73rd Congress should have 
indicated a marked departure from the 
established policy by favorably report- 
ing the Steagall Bill (H. R. 9045) which, 
if enacted, would authorize, not only 
cumulative instead of alternative taxa- 
tion, but reduce the comparative tax 
limitations to state banks exclusively. 
This action of the House Committee 


is a clear signal that in the 74th 
Congress the national banks will have 
to face the proposition of the radical 
amendment of Section 5219, involving 
the loss of the old protection against 
excessive and discriminatory state taxa- 
tion. 

A plain picture of the Steagall Bill is 
shown by the following analysis of its 
provisions: 

Each state is authorized to determine 
and direct the manner and place of 
taxing 

I. National banking associations 

located within its limits 

(a) Upon their real and per- 
sonal property and also 

(b) Upon their shares provided 
that in lieu of such tax 
upon the shares there may 
be imposed 

(c) Either a tax upon the net 
income of such associa- 
tions or 

(d) An excise tax measured 
by their net income re- 
ceived from all sources. 

II. Provided, that such taxation 
shall not be at greater rates 
than are imposed, respectively, 
upon the real and personal 
property or shares or income 
of, or by way of excise (or 
franchise) tax upon, state 
banks; 

III. Provided further, that states 
which impose net income taxes 
upon individuals or corpora- 
tions, or an excise or franchise 
tax on corporations measured 
by their net income, may in- 
clude the dividends from na- 
tional banking associations in 
the state, only if the dividends 
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“Hence, it is surprising that the House 
Committee on Banking and Currency in the 
73rd Congress should have indicated a 
marked departure from the established 
policy by favorably reporting the Steagall 
Bill (H. R. 9045) which, if enacted, would 
authorize, not only cumulative instead of 
alternative taxation, but reduce the com- 
parative tax limitations to state banks ex- 
clusively. 

“This action of the House Committee is a 
plain signal that in the 74th Congress the 
national banks will have to face the prop- 
osition of the radical amendment of Sec- 
tion 5219, involving the loss of the old 
protection against excessive and discrimi- 
natory state taxation.” 


INTERNATIONAL 


IV. 


from state banks in the state 
are included; and also the 
dividends from national bank- 
ing associations without the 
state but in such case at no 
higher rate than is imposed 
on dividends from foreign cor- 
porations. 

“State banks” mean and in- 
clude all persons and corpora- 
tions engaged primarily in 


the business of commercial 
banking. 

“Shares”’ in its application to 
individuals engaged primarily 
in commercial banking shall 
mean “the capital and surplus 
of such business” and “divi- 
dends” shall in such case mean 
“distributed profits there- 
from.” 


Representative Steagall 


for double taxation is clear. Both the 
real and personal property of the bank 
are made taxable and in addition thereto 
the shares, provided that in lieu of the 
taxation of the shares the net income 
may be taxed. The only comparative 
limitation is that such taxation shall not 
be at greater rates than are imposed 
upon state banks. 

“Double taxation” is considered 
highly obnoxious in somestatesalthough 
recognized as proper in others. 

The Supreme Court of Maine in Town 
of East Livermore v. Livermore Falls 
Trust and Banking Company (103 Me. 
418) in a well considered opinion dealing 
with the taxation of corporate shares 
to the stockholder and the taxation of 
the corporate property to the corpora- 
tion, and with particular reference to 
that situation in the case of a banking 
institution, showed the vice of such 
double taxation. The court said: 

“There is also much discussion in the 
cases as to whether a tax upon corporate 
shares to the stockholder, and another 
tax upon the corporate property to the 
corporation is double taxation. There 
are many cases favoring the plaintiff’s 
argument that in legal theory a corpora- 
tion is a distinct and different person 
from the owners of its capital stock, that 
its liabilities are not their liabilities, 
that its assets are not their assets, and 
hence that a tax on its property is not a 
tax on their property and so is not 
double taxation within the legal mean- 
ing of that term. But whatever the 
strict legal theory, it is evident that in 
effect a share in a corporation is a share 
in its assets—that the corporation while 
holding the only title to its assets 
cognizable by the courts really holds and 
manages them, not for itself, but for 
its stockholders—that a gain or loss in 
assets or the value of them by the 
corporation is a corresponding gain or 
loss by its stockholders; and hence if the 
shares are severally taxed as such and 
the corporate assets are also taxed, the 
result is practically a double burden on 
the stockholder, or double taxation. 
The stockholders really pay both taxes. 
There are many authorities support- 
ing this view (citing cases). . . 

“Tt is suggested, however, that 
moneyed corporations such as banks are 
so different in nature from business 


Under the Steagall Bill the permission corporations (CONTINUED ON PAGE 71) 
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Financial Life of a Motor Car 


By HOWARD HAINES 


Vice-president of the Merchants-Kansas 
State Bank, Kansas City, Kansas 


UTOMOBILE financing divides it- 
A self into a variety of plans. Each 
has been developed to meet a 
need arising because of particular con- 
ditions and each exists as a closely con- 
nected link in the automobile industry. 
Horse-trading found a rival in car- 
trading when the motor usurped Dob- 
bin’s place at the head of the family 
chariot in 1910. After that the public 
demand for automobiles was acceler- 
ated by offers on the part of new car 
dealers to sell on the deferred payment 
plan. The instalment automobile sales 
grew. But manufacturers demanded 
cash. Banks made cash advances to re- 
liable dealers on cars in their possession 
or in process of shipment. Simultane- 
ously finance companies were organized 
for the purpose of buying paper. A San 
Francisco newspaper in 1913, about the 
time when Mr. Taft was being suc- 
ceeded by Mr. Wilson, announced that 
L. F. Weaver of that city “would buy 
good automobile contracts.” Surprising 
as it may seem, this meager beginning 
expanded with such amazing rapidity 
that in 1921, eight years later, there 
were more than 850 organizations deal- 
ing exclusively in automobile paper. 
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In 1928 four billion dollars were in- 
vested in this field through the medium 
of some 600 companies, of all sizes and 
types, the larger ones being the General 
Motors Acceptance Corporation, the 
Commercial Investment Trust Corpora- 
tion, the Commercial Credit Company. 
In that year the Ford Motor Company 
organized the Universal Credit Cor- 
poration, which jumped its total paper 
to $70,000,000 in the first year’s opera- 
tion. Those were the days when car 
financing represented four-fifths of the 
nation’s instalment sales; when paper 
was practically all guaranteed by the 
dealer; when 80 per cent of the buyers 
had no other deferred payments to ab- 
sorb the wage check and buying on 
shoestrings was unknown. 

After 1928 the status of car buyers 
changed rapidly. Production continued 
with slight irregularity while the pur- 
chasing public sought 15 and 18 
monthly payments instead of the orig- 
inal six, eight and 12. Banks at this 
time were heavy buyers of automobile 
paper through local, sectional and na- 
tional finance concerns. In 1929 cash 
sales showed a decrease of approxi- 
mately 8 per cent under 1928. People 


wanted better cars but had less cash 
available with which to handle pay- 
ments on home equipment and other 
products being retailed on attractive 
time payment plans. In 1932 there were 
21,139,092 passenger cars, 3,125,223 
trucks and 77,507 buses registered in 
the United States, or a total of 24,341,- 
822. Of this total it is estimated that 
82 per cent were incumbered. The car 
was the most convenient security on 
which the average individual could 
obtain a small loan. Automobile loan 
companies charged a minimum of $20 
and $25 for a loan of $100, payable in 
12 instalments, or collected monthly 
interest at the rates of 214 to 314 per 
cent per month under the uniform small 
loan law. Banks loaned money on late 
models to their reliable customers, 
many charging as low as 6 per, cent 
bank interest. National and _ local 
finance organizations carried practi- 
cally 90 per cent of sales made by new 
and used car dealers. 

In 1933 demand and production of 
new cars decreased. There were 17,000 
fewer buses registered than in 1932, a 
half million fewer passenger cars, and 
56,000 fewer trucks. Dealers found 
themselves selling 33 per cent fewer 
cars than formerly. Banks rapidly re- 
duced their holdings in automobile 
paper and loans. Later in the year, 18 
per cent of the licensed dealers in first 
class cities discontinued business, 23 
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per cent in second class cities and more 
than 25 per cent in third class cities 
sought other fields. Dealers remaining 
in business needed more financial 
backing than formerly. 

Banks during 1932 and 1933 were 
not in a position to expand loans to 
local business enterprises. Dealers held 
confidential interviews with officials of 
finance organizations, which simul- 
taneously had felt the pinch. Less pa- 
per was to be had, but finance concerns 
with money in the bank were less ready 
to quit the field. They sought to assist 
the dealer, to work out mutual ad- 
vantages. If the dealer was short of 
cash, why would it not be helpful for 
them to advance a capital loan, taking 
a lien on his stock of new and used 
models, service equipment and so on? 
Other finance companies said, “Why 
wouldn’t it be good business for us to 
buy new cars for the dealer and put 
them on his floor?” 

The idea spread. It was not new. 
Practically all finance companies had 
made capital loans to dealers since 
1925. But now “floor planning” took 
dealers by storm. Today in some first 
class cities as high as 94 per cent of 
dealers have no money invested in their 
stock of new and used cars. It is es- 
timated, however, that on a country- 
wide basis, dealers in the metropolitan 
areas have fared better than those in 
what finance companies call “B” and 
“C” cities—20,000 and less. However, 
a conservative estimate states that in 
large cities more than 50 per cent of 
dealers are floor planning. In these 
days owning complete shop equipment, 
maintaining a staff of mechanics, office 
and sales force, as well as a lease on 
suitable display space with local ad- 
vertising added, represent sufficient 
burden for the majority of dealers. 
Second and third class cities offer fewer 
buyers. Percentages of dealers in small 
centers who have resorted to floor plans 
amount to 75 per cent and better. 
Local conditions vary. General averages 
for trade areas run from 50 per cent to 
98 per cent floor plans with smaller 
cities running high. 

A number of conditions existing to- 
day are taking the rough spots out of 
automobile financing. Since dealer 
codes have been put into effect car 
dealers are unable to offer a long trade 
allowance. Car trading is waning as did 
horse trading. Only a few months ago 
prospective buyers shopped feverishly 
from dealer to dealer, using every lever- 
age possible to boost the allowance on 
the old model. Now. buyers find a set 


**Plainly the automobile industry con- 
tinues to offer plenty of opportunity for 
financing. As bank deposits mount it ap- 
pears that direct loans on cars will not 
serve as the means for investment of suf- 
ficient volume, even if strong rates could 
be assessed. Leading executives in the 
field of established car financing, when 
asked as to the part played in the past 
and present by banks, state that their 
assistance and their stabilizing influence 
have been strongly felt’’ 


trade allowance at all display floors. 
From now on the manufacturer must 
give the extra value. No dealer can 
offer a special price for a used car, re- 
gardless of the price of the car being 
purchased. 

However, the codes regulating fi- 
nance charges have not been set. Most of 
the larger finance corporations, buying 
paper only with recourse, are making 
their rates as low as possible, depending 
upon local conditions. These organiza- 
tions are doing all within their power 
to have fair codes of charges agreed 
upon. The effect of such codes will be 
to reduce the excessive charges levied 
by numerous finance companies—the 


majority of which now buy “off deals” 
without recourse. The old line finance 
organizations such as GMAC, ICC, 
Commercial Credit, Universal and 
others, urge their dealers not to accept 
orders for cars when the prospective 
buyer cannot receive an allowance or 
make a down-payment of 33% per 
cent of the purchase price. Again deal- 
ers are urged by legitimate finance 
corporations not to extend monthly 
payments for more than 24 months, 
and preferably 18. 

In other words, those at the head of 
the finance business are taking the 
same stand as the majority of banks, 
which have for years urged that “no 
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individual should buy a car who cannot 
pay it out in 12 to 18 instalments.” 
Car sales for the first three months of 
1934 reveal that two elements have 
appeared among the buying class. One 
group insists on having the very newest 
model and on trading in last year’s 
model on which there is still an unpaid 
balance of $350, which allows only, in 
many cases, an equity of $150 to be 
credited on the 1934 car. This is less 
than 25 per cent of the price of the ’34 
model, and on top of this the purchaser 
wants to make payments of not to 
exceed $22.50 per month. This means 
that it would require 30 months to 
pay for the new car. 

What happens today when a dealer 
receives an order of this type? Usually 
he is wise enough to know that his reg- 
ular old line finance organization will 
not take such a contract. Therefore, 
he calls a non-recourse company. All 
dealers are flooded with “pick-up” men 
from such companies, always ready to 
work out special deals. 

Because such high rate financing 
continues there is an element of risk 
attached to the discounting of paper by 
banks unless they satisfy themselves 
of the manner of operation of the 
company whose notes are carried as 
bank assets. Generally banks continue 
to play a strong part in urging conserva- 
tive financing of cars. Banks have re- 
cently increased their holdings in dis- 
counted notes. Likewise, short time 
notes have been popular and 90-day 
collateral obligations from finance con- 
cerns, replacing their paid notes each 
30 days, are in demand. 


INTERNATIONAL 


A new plan is being offered by certain 
sectional finance companies whereby 
they endorse auto contracts of in- 
dividuals living in the immediate 
vicinity of the bank. The makers of 
such contracts are then instructed to 
pay the bank direct. The plan seems to 
satisfy the banker as to the type of sale 
he is financing. It also relieves the 
finance company of further routine 
regarding the collection of the account, 
unless it becomes delinquent. In that 
case, the finance company agrees to 
redeem immediately or replace the un- 
paid balance with satisfactory paper. 


1913— A NEW IDEA 


**A San Francisco newspaper in 1913, 

about the time when Mr. Taft was be- 

ing succeeded by Mr. Wilson, announced 

that L. F. Weaver of that city ‘would buy 

good automobile contracts’.” In the 

picture is President Taft with a White 
House car of that time 


A second prominent class of buyers 
has appeared. It is the group seeking to 
buy new cars at the cheapest rates, 

Dealers do all they can for these 
customers, referring them to banks; and 
in many cases the buyers apply di- 
rectly to banks. Twenty-four banks out 
of 50 advised they have assisted “better 
customers” from time to time in buying 
cars. Banks making a practice of this 
occasionally find the demand for this 
particular type of financing increasing. 
Banks that segregate such loans will 
reach the conclusion that more than 
bank interest must be charged. 

Plainly the automobile industry con- 
tinues to offer plenty of opportunity for 
financing. As bank deposits mount it 
appears that direct loans on cars will 
not serve as the means for investment 
of sufficient volume, even if strong rates 
could be assessed. Leading executives 
in the field of established car financing, 
when asked as to the part played in the 
past and at present by banks, state 
that their assistance and their stabiliz- 
ing influence have been strongly felt. 


Now that cars are more durable and may be owned by four or 

five successive purchasers before they are finally discarded, 

automobile financing has come to involve more than new 
car sales 
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While Creditors Are 


... there is a psychological connection between 
these emergency measures which indicates a dan- 
gerous permanent trend whose cumulative effect is 
to challenge the sanctity of all contracts and under- 
mine the foundations of all business 


T seems to be a principle of modern 
political philosophy that debts are 
not debts if they are the obligations 

of nations or farmers. Such at least is a 
logical inference from the course of 
international events and recent acts of 
the American Congress. It would be 
difficult if not impossible to establish a 
direct connection between partial or 
complete repudiation of the gold clause 
in all contracts by the Government in 
Washington, the impairment of con- 
tractual obligations between debtors in 
Germany and various Latin American 
countries and their creditors in the 


United States and other countries, and 
the proposal of Congress to enable 
farmers partially to repudiate farm 
mortgage debts in this country; yet the 
principle involved in each case is much 
the same. 

All such acts have been political in 
their nature, based upon what have 
been considered irresistible economic 
situations. Emergency conditions of- 
fered as explanation of or excuse for 
such acts must be admitted in some if 
not most cases. In the present state of 
international trade and industry inter- 
governmental debts undoubtedly are 
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hard to pay. The exchange situation 
undoubtedly is difficult and promises to 
remain so for some time. 

In the United States the position of 
many debtors, especially farmer debtors, 
undoubtedly is difficult, although the 
present liberal farm credit setup of the 
Government affords all possible means 
of minimizing debt and the recovery of 
solvency, and it may be doubted whether 
there is as much demand for debt 
avoidance and repudiation as the action 
of Congress might indicate. In short, 
the emergency argument is probably 
good to cover emergency measures. 
For all that, there is a psychological 
connection between these emergency 
measures which indicates a dangerous 
permanent trend whose cumulative 
effect is to challenge the sanctity of all 
contracts and undermine the founda- 
tions of all business. 

The line of the reasoning of an 
anxious farmer-debtor in the United 
States can easily be followed. If great 
nations such as France, Great Britain, 
Italy and all the rest of the debtors in 
the intergovernmental debt tangle can 
practically repudiate their debts; if 
Germany can go a step further and not 
only repudiate its public debts to 
other countries but also, at least par- 
tially, repudiate private debts between 
its own citizens and those of other 
countries; if the Government of the 
United States can weaken its own 
obligations by repudiating the gold 
clause in its own bonded indebtedness, 
why should a poor farmer pay his little 
debt? 

The same line of reasoning can be 
applied to other relations. France, 
Great Britain and other debtor powers 
may reason that if the Government in 
Washington repudiates its gold obliga- 
tions why should they not repudiate 


The provision against debt impairment 

was inserted in the Constitution not as 

a matter of morals but as a matter of 

good business which, after all, is not 
very far from good morals 
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their obligations to the United States? 
The Government in Washington may 
complete the circle by reasoning that if 
other nations repudiate their debts to 
the United States why should the latter 
hesitate to repudiate the gold clause in 
its bonds held abroad? All this line of 
reasoning is so out of keeping with 
fundamental business principles, not to 
mention honorable dealings between 
men and nations, that it is difficult to 
take it seriously. Unfortunately, facts 
which the world must face compel 
realization that however fallacious and 
dangerous such reasoning may be it is 
an increasing factor in both inter- 
national and domestic dealings. 

It may be admitted that there is little 
advantage to a creditor in holding to 
the letter of an obligation which is not 
collectible. Both as a matter of social 
policy and financial realities it is better 
that facts be faced, losses accepted and 
written off and an adjustment made on 
the basis of a new situation. This is the 
underlying principle of the bankruptcy 
acts. Such adjustments, however, can 
be made with safety to society only on 
the basis of facts in each individual case 
under a general law, and any attempt 
to favor any one class of debtors by 
general legislation subverts the prin- 
ciples of bankruptcy and strikes at the 
very roots of contractual relations on 
which all business rests. 

The business world accepts bank- 
ruptcy as one of those necessary evils 
which attend business in all countries 
and at all times. There are cycles in 
bankruptcy legislation quite generally 
recognized by economists and financiers. 
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INDIVIDUALS AND THEIR GOVERNMENT 


The line of the reasoning of a harassed farmer- 
debtor in the United States can easily be followed. 
If great nations such as France, Great Britain, Italy 
and all the rest of the debtors in the intergovern- 
mental debt tangle can practically repudiate their 
debts; if Germany can go a step further and not 
only repudiate its public debts to other countries 
but also, at least partially, repudiate private debts 
between its own citizens and those of other coun- 
tries; if the Government of the United States can 
weaken its own obligations by repudiating the gold 
clause in its own bonded indebtedness, why should a 
poor farmer pay his little debt? 


In times of prosperity there is a tend- 
ency toward strictness in laws govern- 
ing insolvency lest the element of 
fraud, which too often is a factor in 
bankruptcy, become too prominent. In 
times of business depression there is a 
tendency toward liberality if not loose- 
ness in such legislation in order that 
unfortunate but honest debtors may 
rehabilitate themselves. This tendency 
was exemplified in the Bankruptcy Act 
of 1933 which has afforded to all in- 
solvent debtors—farmers, business men, 
railway corporations or any other 
debtor—all that could reasonably be 
conceded in fairness to creditors and in 
justice to the community at large. 
Bankruptcy acts, however, provide 
that the debtor shall do all possible to 


pay the creditor; that he shall give up 
all his property for pro rata distribution 
among creditors before he can be dis- 
charged of his indebtedness. 

This, however, does not seem to be 
the modern idea. Under currently pro- 
posed principles Great Britain and 
France—the two wealthiest nations in 
the world next to the United States— 
propose to scale down their debts to the 
United States, the former ostensibly 
because of the difficulty of exchange 
transfers but in reality because the debt 
is more than it cares to pay; the latter 
frankly for the reason that it does not 
want to pay anything. Germany, al- 
though apparently unable to serve its 
foreign debt in any way, has been able 
to purchase back huge amounts of its 
own dollar bonds held in this country. 

It is not surprising that following the 
same line of reasoning Congress passed 
the Frazier-Lemke-Long farm bank- 
ruptcy act to enable farmers to repu- 
diate a part of their indebtedness while 
still holding their property. The im- 
portant fact is that Congress passed the 
measure in response to what must be 
assumed to be the desires and wishes of 


| a majority of the people it represents. 
| It is the spirit back of such legislation 
| as well as the legislation itself which is 
| dangerous. This spirit may be traced in 
| all sorts of mortgage and other debt 
' moratoria legislation passed in half a 
| dozen states; in the increasing disposi- 


INTERNATIONAL 


THE UNITED STATES 
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tion of states, municipalities, school 
districts, private corporations, as well 
as individuals, to slough off their liabil- 
ities while retaining their assets. It is 
apparent in all public discussion of the 
current economic situation. The debtor 
has come to be the favored individual; 
his rights have become paramount. 

No doubt much of this feeling is 
unavoidable in a situation in which the 
tremendous debt burden, public and 
private, which has been accumulated in 
years of war or of insouciance, extrava- 
gance and speculation, is now being felt 
in all its crushing force. Nor is there 
likely to be just complaint if under such 
circumstances this debt burden should 
be lightened as much as possible and 
its impact upon current business condi- 
tions be adjusted or ameliorated by 
temporary emergency measures. The 
Supreme Court of the United States 
accepted this view in the Minnesota 
mortgage moratorium case. But such 
temporary measures, or any adjust- 
ments or ameliorations under them, 
cannot in any way or in any degree 
involve the repudiation or impairment 
of the obligations of contracts without 
inviting more serious ills than those the 
measures are designed to cure. There is 
a vast difference between the need of 
debt adjustment in individual cases and 
the spirit of debt repudiation. 

The practical effect of legislation 


GREAT BRITAIN 


such as the Farm Mortgage Morato- 
rium Act merits consideration aside 
from its bearing upon justice, morality, 
decency and honor. It is somewhat 
doubtful what the effect of this legisla- 
tion upon farm debts will be in actual 
practice, except that insofar as it 
becomes effective at all it will enable a 
farmer so minded to avoid some of his 
indebtedness. No doubt this facility will 
afford him immediate temporary relief, 
but at the same time it will have closed 
all doors of future private credit to him. 

What is true of the individual farmer 
is true of nations. It is perhaps needless 
to point out that the partial repudiation 
of private international indebtedness 
by Germany has closed all international 
credit doors to German borrowers. None 


of the nations which have in any 
material degree repudiated their pledged 
obligations to the United States can 
come into the American money markets 
with any prospect of securing funds in 
the future. Perhaps the worst feature of 
the matter is that the action of com- 
paratively few individual farmers or 
individual nations has cast doubt upon 
the credit of all farmers and all nations. 

The entire credit system, government 
and private, is undermined by legisla- 
tion which in any material degree im- 
pairs the sanctity of contracts. All 
credit, all business depends upon the 
carrying out in good faith of all contract- 
ual obligations of which the payment 
of debt is perhaps the most funda- 
mental. Any weakening of this principle, 
either under the pressure of circum- 
stances during periods of depression or 
in response to sentimental sympathy for 
the underdog, reacts first upon the 
creditor but ultimately and more 
seriously upon the debtor. Unless a 
prospective creditor can rely upon this 
principle of business much as a locomo- 
tive engineer relies upon the laws of 
nature to keep his machine upon rails 
there can and will be no credit and 
ultimately no business. 

No one can profess to measure ac- 
curately the effect of mortgage mora- 
toria and other debt-dodging plans 
upon the present business situation, but 
no one can fail to realize that these 
inventions are responsible for much of 
that lack of confidence which is the 
chief deterrent force in national business 
recovery at the present time. Capital 
will not lend itself to new enterprises or 
even to old (CONTINUED ON PAGE 75) 
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ACME GLOBE 


FRONTIERS: President Roosevelt, returning from America’s Hawaiian frontier, says “‘Go west”’ is still a good slogan. 
Stanley Baldwin says England’s frontier is now the Rhine 


The Month 


The Executive Council of the American Federation of Labor Secretary Wallace suggests a National 
e Economic Council representing farm- 
ers, bankers, laborers and consumers 
Profiteer, communist and high cost of living threaten the 
average citizen in this “‘Life’’ cartoon of September 4, 1919 
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EDITORIALS 


Central Bank 


HERE has been a revival during the past month 
Ts: agitation for the establishment of a central 

bank of issue, under the control of the Federal 
Government, to supplant the Federal Reserve System. 
There is considerable sentiment in favor of the propo- 
sition among the inflationist school of thought in Con- 
gress and it is quite probable that a strong effort will 
be made to obtain action in the next Congress. 

Present indications, however, are that the Adminis- 
tration is not greatly in favor of the idea. When the 
House Committee on Banking and Currency consid- 
ered reporting out a bill for the purpose last spring the 
action was squelched at the request of Secretary Mor- 
genthau, who stated that the authorities required more 
time to determine what the policy of the Treasury De- 
partment would be with respect to a central bank. 

That polite but firm refusal to get the Treasury into 
any deeper water still governs the situation. Nor are 
reasons far to seek. 


Already Empowered 


THE Treasury, under the gold seizure act, already 
has all the powers of a central bank except the au- 
thority to receive deposits of banks and issue currency. 
It can even issue currency under the Thomas amend- 
ment to the Agricultural Adjustment Act in the form 
of greenbacks up to $3,000,000,000. While no one but 
the Treasury knows exactly what is being done with 
the $2,000,000,000 stabilization fund it is safe to say 
that none of the extraordinary central bank powers 
granted the Treasury Department under the gold seiz- 
ure Act is being used, at least in pursuance of any 
policy looking toward permanent development along 
central banking lines. 

What the Government has been doing, however, is 
to paralyze the Reserve System by its credit policies. 
The subversion of the Reserve System by R.F.C. loans 
to banks is an old story; so also is the freezing of 
Reserve assets by its open market bond buying policy. 
New developments in the System have been of degree 
rather than kind for the building up of excess reserves 
of member banks has proceeded to a point where the 
Reserve System can no longer control credit and re- 
sponsibility for any control of a possible runaway 
credit situation lies with the Federal Treasury. To that 
extent, willingly or unwillingly, the Treasury has al- 
ready assumed central bank functions. 


Potential Credit Expansion 


IN the matter of the control of credit it is uncertain 
how the establishment of a central bank would im- 
prove the situation. Months ago, when the excess re- 
serves of member banks were around the billion dollar 
mark, Governor Black of the Reserve Board called the 
attention of Congress to the fact that the excess re- 
serves then existing were “high powered” credit 
which could be expanded into from ten to fifteen bil- 
lion dollars of bank credit entirely out of the control of 
the Reserve authorities. Present excess reserves can 
be expanded into from nineteen to twenty-eight billion 
dollars on the same basis. 

In addition to member bank credit already out- 
standing this means that member banks can put out 
credit in an amount from ten to twenty billion dollars 
in excess of their highest volume of outstanding 
credit in the 1928-1929 boom without tapping the 
Federal Reserve machinery. All the powers given the 
Federal Reserve Board to control credit in stock mar- 
ket speculation under the Banking Act of 1933 are 
valueless under the circumstances. 

Nor is it apparent that the Treasury Department 
under its extraordinary powers can exercise any more 
effective control so long as it continues its super- 
budget expenditures and is compelled to borrow money 
which it spends and thus forces upon the banks. 


Forever Local 


THERE are a great many bankers, probably, who 
would like to see a central institution replace the Fed- 
eral Reserve Board, with the present twelve Reserve 
banks as branches, all managed by bankers and busi- 
ness men for business and the national welfare. The 
same men would oppose aggressively a central bank of 
issue owned by the Government, run by politics, as a 
vehicle for inflationist plans and principles. A central 
bank, properly managed, can be a very good thing. 
But it depends upon whose central bank it is. 

Events of the last five years or more, leading up to 
the drastic banking and financial legislation of the de- 
pression period, have eliminated most if not all of the 
weaknesses in individual banks and, to some extent, 
have strengthened the banking system as a whole. But 
there remains the task of deciding just where the line 
should be drawn between those phases of credit control 
that are distinctly national and those phases which are 
basically and forever local. 
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The Real Estate 


In every American city or small com- 
munity the banks are an important 
factor in the improvement of real es- 
tate and their experience during the 
depression should be useful in fur- 


T IS very rarely indeed that a phy- 
l sician is summoned to attend a 
healthy man. Asa rule an individual 
must be seriously ailing before he will 
consent to pay for advice and a pre- 
scription. 

The same custom obtains with regard 
to a piece of real estate. So long as there 
is income enough to pay taxes and mort- 
gage interest and to provide for neces- 
sary repairs and operating expenses, the 
owner of the property is a competent 
doctor. 

A time came, however, when few 
owners were competent doctors. Banks 
originally appeared in the real estate 
picture merely as mortgage holders or 
as the representatives of mortgage 
holders. Their réle was an aloof one. 
Neither they nor their mortgage invest- 
ing clients had any desire to own real 


estate, except, of course, in the case of ° 


the banks, such real estate only as was 
needful for main office or branch office 
quarters. 

But when the depression came along 
and threw millions out of work, and 
rents toppled and real estate incomes 
dwindled, and taxes were left unpaid, 
and interest installments were de- 


faulted, the banks for their own protec- 
tion and that of their clients were 
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obliged to assume a more active part in 
the proceedings. They found themselves 
called in as physicians to sick properties 
and at a time when sickness among 
properties was epidemic. It is true, of 
course, that the illness varied in inten- 
sity. It was mild in some cases and 
desperate in others. But what con- 
fronted the bank in every case, it should 
be distinctly borne in mind, was an ail- 
ing piece of real estate—a property 
which did not pay operating costs and 
fixed charges. 

Consistently with its policy, the 
Manufacturers Trust Company, when- 
ever the illness of a particular piece of 
property seemed reasonably curable, 
refrained from foreclosure. Where prac- 
ticable, it took over the management of 
the property under an assignment of 
rents. 

But whether it took over the property 
under an assignment of rents or after a 
foreclosure, whether the property was 
its own or was confided to it by other 


By WALTER McMEEKAN 


Vice president in charge of real 
estate, Manufacturers Trust 
Company, New Yerk 


CUSHING 


Patient 


thering the Federal housing program. 
This article, while it describes the ex- 
perience of one New York City bank, 
touches on the basic problems of 
metropolitan real estate everywhere 


clients, the bank’s problem remained 
the same. That problem was to preserve 
the security, to maintain or increase 
occupancy, to eliminate waste, to in- 
crease income. 

Aims and purposes are easily summed 
up in such phrases. The difficult prob- 
lem of providing ways and means still 
remained for solution. The task of 
caring for real estate requires specific 
training and experience, and in the case 
of a bank, that task naturally had to be 
confided to individuals who had the 
appropriate qualifications. 

Because of the proportions of the 
work a separate department was created. 
The scheme of its organization, as of 
any similar real estate organization, 
was dictated by the nature of the com- 
modity dealt with. Every piece of 
property presents certain definite con- 
siderations: (1) physical conditions; (2) 
routine operation; (3) occupancy; (4) 
accounting; (5) insurance; (6) sales. 


PHYSICAL CONDITION 


The problem of physical condition is 
first in order of attention. It is essential, 
of course, that every building be main- 
tained in good repair and present as 
attractive an appearance as possible. As 
a rule, ordinary upkeep is in the hands 
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Real estate is the chief bene- 
ficiary of the housing campaign 
in which banks are cooperating. 
The picture shows E. C. Graham 
(left) and Robert V. Fleming 
(center), two Washington bank- 
ers actively identified with the 
drive, discussing plans with 
Administrator Moffett 


of a resident janitor or building super- 
intendent. But there are a variety of 
situations which require frequently the 
attention of a specialist. Steam plant, 
electrical equipment, elevator service 
and plumbing call for technical studies. 

It was economical and logical, there- 
fore, to set up a separate maintenance 
and construction division and to retain 
permanently on its staff experts in the 
various trades and services. To this 
division, also, were added architects and 
draughtsmen. Frequently the income 
value of a particular property was 
vastly increased by alteration and 
remodelling. Old railroad style flats for 
instance, anathema to the current taste 
and demands of tenants, if revamped 
into smaller units, are capable of pro- 
ducing a flattering improvement in 
revenue. Re-arrangements of this kind 
are a test of the architect’s ingenuity 
and the results gratifying. 

But the maintenance and construc- 
tion division was peculiarly fitted to 
accept an additional function. The 
question of cost enters, of course, into 
every step of any proceeding with re- 
gard to real estate, and no individual 
may rightly regard himself as an expert 
in any line of construction work unless 
he is familiar with the prevailing prices 
of all labor and materials involved. To 
this division, therefore, were assigned 
the purchase of the great quantities of 
supplies necessary in the operation of a 
varied assortment of buildings and the 
determination, as well, of the terms of 
all contracts for repairs, decoration, 
alterations and improvements. Cen- 
tralization of responsibility and control 
over such matters were a logical neces- 
sity. A division, constituted and func- 
tioning as outlined, pays for itself many 
times over in a single year. 


ROUTINE OPERATION 


There are, of course, various types of 
buildings and each type requires a 
different method of handling and differ- 
ent qualifications and experience on the 
part of those who handle them. A rough 


division into types furnishes: office and 
loft buildings; large high class apart- 
ment houses; smaller apartment houses 
and miscellaneous buildings. 

We have found such a grouping ex- 
pedient. All groups, however, obtain 
their supplies and special services 
through the medium of the maintenance 
and construction division already de- 
scribed. Each of these three manage- 
ment groups has its own executive in 
charge, responsible for the entire con- 
duct and operation of the buildings 
entrusted to him. 

Let us, however, in examining the 
methods of routine management oper- 
ation, begin at the bottom rather than 
at the top. No real estate organization is 
any stronger than its foundation and at 
the foundation of building management 
is the building superintendent. Build- 
ings which have no superintendent— 
one, two and three family houses—pre- 
sent merely a problem of conditioning, 
renting and rent collecting and con- 
stitute, therefore, no complicated man- 
agement test. The real test of manage- 
ment capacity is in the multi-family 
house, and the office building. 

With regard to these the superin- 
tendent is a factor whose importance 
cannot be over emphasized. He lives in 
or with the structure. He can make it 
healthy or ruin it. The smooth function- 
ing of the various services which every 
apartment house and office is today 
expected to offer is primarily in his 
hands. The comfort and the content- 
ment of the tenant depend upon his 
diligence and skill. It were well if he 
were a combination of mechanical and 
electrical engineer, painter, plumber, 
carpenter, steam fitter, business execu- 
tive and diplomat. He is the chief 


human element in the management 
machine. The selection of superintend- 
ents is one of the chief responsibilities 
of the group heads we have mentioned. 

It is not enough, however, to make a 
careful selection of superintendent and 
then allow him to go his own way. 
There must be someone to oversee his 
labors, to make certain there are no 
lapses nor laxities and that in every 
outward and internal aspect the stand- 
ard of excellence be maintained. Con- 
sequently, we need a super-superin- 
tendent or supervisor to keep in inti- 
mate touch with every building. Such a 
supervisor may be in control of twenty 
or more buildings in a given district or 
section. He is the contact man between 
headquarters and the outposts. Every 
item of supplies which the superin- 
tendent requests is subject to his 
scrutiny and must have his approval. 
Every emergency measure, every dis- 
pute with a tenant, is submitted ini- 
tially to his arbitration and decision. 
His are the eyes and ears of the group 
manager and upon him devolves the ex- 
ecution of managerial system and policy. 

This, then, is the simple framework of 
the routine management structure. At 
the base the building superintendent 
and such assistants,—firemen, door- 
men, porters, cleaners,—as the needs of 
the case may require. Intervening, the 
supervisor. At the top the division 
executive. 


OCCUPANCY 


If we assume our building to have 
been put in a state of excellent physical 
condition, to be manned by a competent 
staff, and to be intelligently and dili- 
gently supervised, we still have con- 
fronting us the weightiest of all our 
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problems and to the solution of which 
all our other activities are intended to 
contribute and are finally directed. 
That is the problem of income. Regard- 
less of any other test we stand or fall by 
the returns we receive in rent. We have 
accomplished nothing unless our build- 
ings are payingly tenanted. 

To this end, then, our utmost re- 
sources are summoned and we call also 
upon additional help. It is for this pur- 
pose primarily that we employ the 
local real estate agent or the real estate 
agent who has made a specialty of a 
certain type of improvement. By reason 
of his familiarity with a particular 
neighborhood or a specific kind of 
property his acquaintance with local 
conditions, with rental values, with 
residential or business tendencies and 
demands, he is indisputably in a posi- 
tion to be of great use and benefit and 
we avail ourselves of his services. 

In most instances, however, we go 
further than to rely solely upon the 
renting efforts of the real estate agent, 
whose interests are apt to be distributed 
over many buildings. We put a special 
renting agent of our own upon a prop- 
erty, and give him for the convenience 
of prospective tenants, a renting office 
on or near the premises. We pay these 
renting agents a salary and commission 
—a salary so that they may be assured a 
steady income, a commission that they 
may have an additional incentive to 
exertion. 

These various instrumentalities for 
securing tenants, however, cannot func- 
tion properly, unless the rental sched- 
ules we have adopted are rationally 
correct. Are we asking a price for our 
apartments or offices or stores greater 
than traffic will bear? Greater than the 
arrangement and size of rooms, the 
amount of light and cross ventilation, 
the presence or absence of a foyer en- 
trance way in each apartment suite, of 
the conveniences of the kitchen, of the 
presence or absence of elevator service, 
of electric refrigeration, of cellar storage 
space and of a dozen other separate cir- 
cumstances and conditions will warrant? 

Before we decide upon the rent 
schedule, we shall have to know by 
investigation the rents asked in the 
vicinity for space comparable to ours. 
For this purpose we employ “shop- 
pers,”” women whose duty it is to visit 
neighboring properties and to ascertain 
existing conditions and prices. In the 
guise of prospective tenants they visit 
not only the surrounding buildings but 
our own as well and make detailed note 
of physical and operating shortcomings 
and superiorities. They give us in this 
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manner an additional and a confidential 
supervision and the benefit of a critical 
feminine reaction. 

Supplied with the necessary infor- 
mation, we can proceed to establish our 
rates, but we prefer to keep our levels a 
little higher than those of our neighbors 
and to justify the practice by increased 
attentiveness to neatness and clean- 
liness, to efficiency of equipment, to 
promptness of service, to thorough- 
going courtesy. We have never elected 
to fill our structures for the mere sake of 
having them occupied, nor has such a 
policy proven impractical or unwise. 
Our management department as a 
whole today boasts a general average of 
occupancy exceeding 95 per cent. 


ACCOUNTING 

Without adequate records and charts, 
no modern business could be expected 
to function successfully nor for long. 
And it is hard to imagine an enterprise 
more dependent upon accurate and 
comprehensive accounting than that of 
real estate management. 


APPRAISALS 


Inasmuch as it is the policy of a 
banking institution to retain ownership 
of real estate no longer than obligatory, 
it is necessary as soon as possible to 
determine the price at which the prop- 
erty may be relinquished. To this end 
an appraisal of its market potentialities 
is indispensable and for that reason an 
Appraisal Division has its place in our 
real estate department. 

Furthermore, the services of the 
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appraisal division are needful in the 
preparation of tax reduction applica- 
tions. City assessments have in most 
instances been fixed at values prevailing 
during the period preceding deflation 
and are no longer justified by current 
income. The process of producing re- 
ductions in line with present return 
requires continued effort and careful 
foundation. It is a phase of management 
which may not be slighted. It consti- 
tutes an important part of the function 
of the Appraisal Division. 


INSURANCE 

An insurance division, manned by 
experts, is an equally obvious need. All 
precautions must be taken to be certain 
that every building is adequately cov- 
ered by the necessary insurance, that the 
premiums are at the lowest allowable 
rate, and that those premiums are 
punctually paid. 


SALES 

Having determined a price at which 
we think the property should be sold, a 
sales division headed by a broker of 
many years experience, contacts outside 
brokers, operators and investors for the 
purpose of selling the property. We find 
a fairly strong purchasing market at 
this time. 

One effect of the economic cataclysm 
has been, of course, to concentrate real 
estate ownership in fewer hands. The 
fewer hands have necessarily been 
stronger hands and the strength of the 
new ownership has acted as a cushion to 
maintain real estate values and retard 
further or runaway liquidation. 


The purchase of Manhattan Island by the Dutch from the Indians in 1626 


COURTESY MUSEUM OF THE CITY OF NEW YORK 
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cuts operating costs 


in every type of bank 


Here’s what Recorpak does 


Recorpak photographs checks, statements, deposit 
slips—any forms—in miniature on Recordak Safety Film. 
The tiny image can be quickly projected to the original’s 
size on a special screen. Facsimile photographs can be 
made from the film. 


Based on these tiny, inexpensive photographs, Recor- 
dak systems are making important savings in hundreds 
of banks, cutting operating costs as much as 40%. 
Recordak guards against tampering, extraction, and sub- 
stitution. By protecting your customers against the in- 
convenience of lost checks and statements, it creates good 
will for the bank. Furthermore, the saving is immediate 
as no capital investment is required. Recordak is leased, 
not sold. Send in the coupon for further details. 


No bank too big—no bank too small to 


8000 checks can be photographed 
on one 100-foot roll of Recordak 


Safety Film—that's economy 


IN BOSTON, MASS. 


The First National Bank, with over 
$590,000,000 on deposit, uses 13 Rec- 
ordaks—g in the main office, 4 in branches. 
Thousands of dollars in operating costs 
are saved annually. Almost five years’ ex- 
perience with Recordak has proved supe- 
riority of photographic records. 


IN BROOKLINE, MASS. 


The Boulevard Trust Company, with 
deposits of over $4,000,000, uses one 
Recordak to photograph all checks. 
Savings amount to hundreds of dollars 
each year. 


PORTFOLIO GIVES YOU THE FACTS 
Send for the free portfolio...It gives you 
many valuable hints...shows you where Rec- 
ordak can fit into your organization. Recordak 
Corporation— subsidiary of Eastman Kodak 
Company—350 Madison Ave., New York City. 


Name 
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SAVE WITH RECORDAK & 


Customer Service 


By I. I. SPERLING 


N times like these, banks have only 
two directions in which to look for 
means to take up the slack of re- 

duced income due to the drying up of 
safe, profitable loan and investment 
channels and because of other economic 
factors. 

One is to practice every conceivable 
economy with men and machinery to 
reduce overhead, and the other is to 
search for new services to sell, devise 
new uses for old services or to assess 
adequate charges and fees for hitherto 
unprofitable business, or services ren- 
dered at an actual loss. 

In the past few years, economy has 
been the watchword. Revised systems 
and improved machinery have done 
much to provide short-cuts and time 
and labor saving practices. In the field 
of new services, or new uses for old serv- 
ices, or fees for hitherto free services, 
there seem to lie the greatest oppor- 
tunities for increased revenue for banks. 

When service charges on checking 
accounts and the Federal check tax 
became onerous to the small checking 
depositor and he closed out his ac- 
count, one bank adopted the device of 
advertising in its lobbies that official 
checks were for sale. In this way the 
individual, whose low balance made him 
ineligible as a checking depositor be- 
cause he could not or would not pay the 
checking charge, was enabled to enjoy 
the convenience and protection of pay- 
ing by check at a cost to him covering 
only the actual service he received and 
enabling the bank to make a fair return 
on this type of transaction. These official 
checks sell at 10 cents each and the 
volume of such business produces a 
substantial income. 

The same bank, in company with 
other members of its local clearinghouse 
association, has adopted the practice of 
facilitating the payment of gas, electric 
light, water and tax bills through its 
convenient neighborhood branches. Of 
course it is only fair to say that because 
this bank has about 60 branches it is 
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able to offer this particular service on a 
scale which produces a very sizeable 
income. 

People wishing to pay their electric 
light bills and who do not have checking 
accounts no longer have to wait in line 
at the utility office but simply pay 
them now at any convenient neighbor- 
hood branch of the bank. Formerly 
they used to have to pay five cents per 
bill, but recently the banks agreed to 
waive this charge to the consumer and 
collect, instead, a fee per bill from the 
utilities. In the case of the electric light 
company the fee paid by the utility to 
the bank is three cents per bill and by 
the gas company two cents per bill. 
Municipal water bills, however, still re- 
quire a five-cent fee from the consumer. 

In the case of taxes, bills can be paid 
for a fee of 10 cents without the an- 
noyance of waiting in long lines at the 
courthouse at tax time. If the property 
owner, in addition, wishes the bank to 
obtain his bill for him, the fee is 15 cents 
additional. 

Since it ordinarily costs a person 
almost 10 cents to pay a bill by check 
and two cents of this is local postage, it 
became immediately apparent to the 
public that paying through the bank’s 
branches was a decided economy, con- 
venience and protection. 

Most of the branches of this particu- 
lar bank offer safe deposit service. Since 
the vaults were built in anticipation of a 
certain amount of expansion, there al- 
ways remained a degree of unused space. 
These spaces are now being offered for 
temporary storage of bulk packages 
such as family silver, heirlooms and 
other articles of sentimental value 
which people hesitate to keep in their 
homes while they are away. 

The bank has long had facilities at its 
main office for year-round storage of 
valuables, and is constantly extending 
this package storage service as its branch 
vaults are able to supply it. 

The bank was one of the first, years 
ago, to offer a fur storage service to its 


EWING GALLOWAY 


customers, this service having origi- 
nated in the requests of the customers 
themselves. 

The sale of travelers’ checks, which of 
course today is a fairly general practice 
by banks, has enabled this bank to 
derive a revenue from the sale of as 
much as $1,500,000 worth of these 
checks in a peak year. 

And of course the usual service 
charges on activity and balance of 
checking accounts, which banks every- 
where are instituting, constitute the 
largest source of revenue outside of 
loans and investments and trust serv- 
ices. The bank in question was one of 
the first to establish, in company with 
its clearinghouse colleagues, a schedule 
of checking charges. It also receives im- 
portant revenue from the collection of 
items and other similar miscellaneous 
servicesperformed. Theseincludecharges 
for returned checks, notary and protest 
fees, exchange and collection items, 
N.S.F. and overdraft fees, etc. 

While additional income is an im- 
portant object of such activity, a sig- 
nificant accomplishment is the discon- 
tinuance of free and costly services and 
the establishment of good banking 
habits on the part of the public. 
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Field Warehousing Solves the 


Lend-and-Keep- 


Liquid Problem, 


PLUS 


The greatest advances in the history of field warehousing have 
been made this year due to acute recognition of field ware- 
housing’s unique values in protecting advances with inventory. 


NOT ONLY DO WAREHOUSE RECEIPTS against in- 
ventories of staple commodities offer protec- 
tion against all other creditors, but they offer 
that ‘’Rediscountability,”’ 
for the time of real emergency, plus these im- 
mediate advantages :— 


INCREASED BORROWING 
THROUGH FIELD WAREHOUSING 
One outstanding advantage of field ware- 
housing is that of increased borrowing through 
a switch from open to credit secured by readily 
marketable raw materials and finished prod- 
ucts fairly margined. Increased borrowing 
means increased profits. 
SELF LIQUIDATING LOANS 
THROUGH FIELD WAREHOUSING 
The holding of receipts covering inventory 
requires constant releasing for manufacturing 
and filling orders, which means that a properly 
arranged loan on this basis liquidates itself 
automatically. 


CONTROL OF BORROWERS’ CURRENT ASSETS 
50% to 80% of most producers’, manufac- 


turers’ and wholesalers’ current assets are’ 


usually represented by INVENTORY. Control 
of this single item through field warehousing 
offers safety beyond anything attainable in 
any other way, short of running the borrower’s 
business. 


HOW TO BASE LOANS ON INVENTORY 

The Lawrence System of Field Warehousing 
is designed to carry the advantage of ware- 
house receipts in financing right to the point 
of production by establishing as branch public 
warehouses those areas at the plant custom- 
arily occupied by the inventory. Receipts are 
then issued by us to the bank for the goods 
to be hypothecated. 


LAWRENCE SYSTEM OPERATIONS 
COST BORROWER NO MORE 
In spite of the many unique operational safe- 
guards afforded by the Lawrence System which 
have resulted from an unparalleled experience 
of 20 years in this branch of the warehouse 
business, it costs the borrower no more to fur- 
nish our service than many operators who are 
just learning the business from such scraps of 
information as they can pick up here and there 
indirectly from the experience of those who 
specialize in it. 
CONSULTATION SERVICE GRATIS 


We are working all the time with hundreds 
of loan officers of leading banks everywhere in 
the United States, advising them and loan ap- 
plicants as to the adaptability and cost of Law- 
rence System Field Warehousing to individual 
cases. We will be glad to extend this service 
to any and all banking institutions without 
charge, upon request. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


LAWRENCE 
SYSTEM 
FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN’'S ASSOCIATION-——SINCE 1916 


[AWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 
EXECUTIVE OFFICES: SAN FRANCISCO 


BUFFALO SAN FRANCISCO 
Liberty Bank Bldg. 37 Drumm St. 


DALLAS 
Santa Fe Bidg. 


“CERTIFIED” ON CHECKS. . “LAWRENCE” ON WAREHOUSE RECEIPTS 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 
Dillingham Transportation Bidg. 


NEW YORK 
52 Wall Street 


PORTLAND 
U. S. National Bank Bidg. 


CHICAGO 
One North LaSalle 


HOUSTON 
Second National Bank Bldg. 


| 
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Branch Banking Statutory Trends 


| and opin- 

ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, un- 
der the direction of D. J. Need- 


ham, General Counsel. 


HAT 22 states, as well as Congress, 
bows branch banking legislation 

in 1933 and 1934 is conclusive 
evidence of the timely nature of this 
matter. A digest, state by state, is 
contained in this and the two preceding 
issues of the JOURNAL. 

A widespread extension of branch 
banking is unmistakably indicated by 
the recent statutes. Particularly signifi- 
cant is permissive legislation in eight 
states which formerly prohibited 
branches or had no statutory provisions. 
See Connecticut, Idaho, Michigan, 
Nevada, Oregon, South Dakota, Utah 
and Washington. The decisive trend 
toward extension is not without its 
exceptions, as in Delaware where the 
recent statute restricts the right. 

Bankless communities were dealt 
with in many statutes, which in general 
limited “outside” branches to such 
places, with exceptions concerning the 
consent of banks in the community and 
the taking over as a branch of a bank- 
ing institution, either open or in the 
process of liquidation. See Connecticut, 
Idaho, Maine, Massachusetts, Missis- 
sippi, New York, Oregon, Pennsylvania, 
South Dakota, Utah, Washington and 
Wisconsin. The Idaho and Utah laws 
seek to prevent the establishment of a 
branch by organizing an independent 
bank with the intention of taking it 
over as a branch. 

Wider areas for branch banking 
systems are permitted with various 
restrictions, for “outside” branches in 
states without state-wide branch bank- 
ing, relating to trade areas, distances 
measured by miles, counties, adjoining 
counties, and “districts,” as in New 
York. See (in addition to the eight 
states permitting branches for the first 
time) Maine, Massachusetts, Missis- 


Summary of Changes in 1933-34 by States 
(Concluded from August JOURNAL) 


VIRGINIA 

The former law, upon a merger of two 
banks in the same or adjoining counties, 
permitted the operation of both banks. 
The 1933 law permits the operation of 
all merged banks in the county of the 
“parent” bank, in adjoining counties, 
and within 25 miles of such “parent” 
bank. Within the same territorial limi- 
tations, a bank may with the approval 
of the commission purchase and operate 
another bank. 

The former law permitted a bank 
with capital and surplus of $50,000 to 
establish “outside” branches in cities of 
not less than 50,000 population. The 
new law makes it clear that such per- 
mission is limited to a parent bank in a 
“city” (5,000 population under §116 
of the Virginia Code) and omits the 
express requirement as to capital and 
surplus. However, to organize a bank 
in a city requires at least $50,000 
capital. 

Trust companies have the same 
powers as banks under Section 4149 
(66) of the 1930 Virginia Code. 


WASHINGTON 
Branch banking, formerly prohibited, 
was in 1933 permitted on a state-wide 
basis for a state bank or trust company 
with $500,000 capital, and on a county- 
wide basis for one with $200,000. It 
must also have the capital required if 


each branch were an independent bank. 
“Outside” branches may not be estab- 
lished in a community in which a state 
bank, trust company or national bank 
transacts a banking or trust business, 
except by taking over such an institu- 
tion or its branch. 

Mutual savings banks were also per- 
mitted to have branches, but only one 
in the community and three in the 
county. A guaranty fund of $500,000 is 
required for an “inside” branch and 
probably for “outside” branches. The 
proposed branch must meet the same re- 
quirements as a proposed new mutual 
bank with respect to “public conven- 
ience and advantage,” “promise of ade- 
quate support,” and the like. 

For purposes of garnishing a bank 
deposit, each branch shall in sub- 
stance be treated as an independent 
bank. 


WISCONSIN 


The 1933 statute authorizes “ receiv- 
ing stations”’ in the county, superseding 
from February 11, 1933, to July 1, 1935, 
a similar but more detailed and restric- 
tive statute of 1929. The statute ex- 
pressly disavows committing the state 
to branch banking. The apparent plan 
is to provide temporary receiving sta- 
tions in communities otherwise without 
banking facilities which will yield to 
unit banks when these can be organized. 


sippi, New York, North Carolina, Penn- 
sylvania and Virginia. 

More branches in a system are per- 
mitted in Connecticut, Massachusetts, 
Mississippi, New Jersey, North Caro- 
lina, and Virginia, without considering 
the eight states permitting branches 
for the first time. Delaware restricts 
the number. 

Adequate capital or capital and sur- 
plus for branch banking systems was 


the apparent objective of legislation in 
Congress and in 15 states. Apparently 
state Federal reserve members must 
meet the capital requirements for na- 
tional banks as well as those prescribed 
by their state laws. Instead of, or in 
addition to, a gross sum for a branch 
banking system, the statute often 
increases the required minimum upon 
the establishment of each additional 
branch; this generally is in the form of a 
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SINCE 1890 


DEPENDABLE INSURANCE PROTECTION FOR BANKS 


BANKERS BLANKET BONDS 
MESSENGER ROBBERY INSURANCE 
BANK BURGLARY AND ROBBERY INSURANCE 
NIGHT DEPOSITORY SAFE BURGLARY INSURANCE 
SAFE DEPOSIT BOX CONTENTS POLICY (DEPOSITARY’S LIABILITY) 
SAFE DEPOSIT BOX BURGLARY AND ROBBERY INSURANCE 
FORGERY AND ALTERATION INSURANCE 
PROPERTY DAMAGE INSURANCE 


FIDELITY BONDS 


FIDELITY AND DEPOSIT COMPANY 


OF MARYLAND 
BALTIMORE 


THERE IS A REPRESENTATIVE IN YOUR COMMUNITY 
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requirement of the same capital and 
surplus for the system as if each branch 
were an independent bank. See Con- 
necticut, Mississippi, New York, Ore- 
gon, South Dakota, Utah and Wash- 
ington. See also the requirement for 
national banks. 

Population requirements relating to 
the place where either the parent or the 
branch is located may determine the 
right to establish a branch, the num- 
ber of branches or the amount of capital 
and surplus required. See particularly 
Mississippi, New Jersey, New York, 
Oregon, South Dakota, Utah and 
Virginia. 

The approval of state authorities 
for the establishment of a branch is 
required with practically no exceptions. 
See Nevada. Some statutes prescribe 
certain procedure or requirements, such 
as a finding of public convenience and 
necessity. See Maryland, Utah and 
Washington (mutual savings bank). 
Utah requires a public hearing in the 
community after newspaper notice. 

The type of business of a branch 
varies. In Utah the character may be 
limited by the bank commissioner upon 
approving the particular branch. New 
York removed a statutory limitation 
on the functions of a state bank as dis- 
tinct from a trust company. Mississippi 
has different statutory provisions for a 
“branch office”’, not authorized to make 
loans. Wisconsin has a temporary sys- 
tem of “receiving stations”, but the 
statute expressly disavows committing 
the state to branch banking. A strong 
argument can be made in support of 
such a distinction, although this study 
includes in the term “branch,” an 
office restricted to the receipt of deposits 
and the payment of checks. 

The service that a branch is render- 
ing to depositors and borrowers in the 
particular county will be shown in 
reports required by the Oregon law. 

The separate legal status of a branch 
for collection and garnishment pur- 
poses is provided for in Oregon and 
Washington, respectively. 

Commercial banks, trust companies, 
and mutual savings banks receive in 
some instances different statutory treat- 
ment. See, for example, Connecticut, 
New Jersey, South Dakota, Oregon 
and Washington. 

All of this recent legislation, particu- 
larly that relating specifically to bank- 
less communities, was a result in large 
measure of the business depression, 
which deprived many places of inde- 
pendent banking facilities through bank 
failures and the difficulty of securing 
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new bank capital. Statutory permission 
to establish a branch in a place without 
a bank indicates a choice of necessity 
between a branch and no banking in- 
stitution whatever, rather than a pref- 
erence for a branch over an independent 
bank. Statutory antipathy to branch 
banking is coupled with permission for 
temporary offices in Wisconsin. 

The 1933-1934 legislation does not 
somuch evidence a general trend toward 
the rapid extension of branch banking 
as it does an effort to provide for an 
emergency situation. 


Dealing in Stock for 
Customers 


THE Federal Reserve Board on May 
15 ruled that no Federal statute pre- 
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cludes state member banks from “ buy- 
ing or selling corporate stocks solely 
upon order and for account of custom- 
ers.” The matter is thus entirely for 
the states, which generally permit such 
practice. The Comptroller of the Cur- 
rency ruled on June 28 that national 
banks have such authority, but added 
“This does not mean that national 
banks may do a brokerage business, 
and any charge must not exceed the 
actual cost of servicing.”’ 


Gold Clause 


THE Gold Clause legislation of Congress 
was held valid by the New York Court 
of Appeals in Norman v. Baltimore & 
Ohio Railroad Co. A coupon payable in 
gold was held payable in currency, 
dollar for dollar. 


Deposit Insurance Signs 


THE cut represents the 7 


x 3’ metal sign which must in 


general be displayed at each receiving window of each insured 
bank by October 1, 1934. These signs obtainable only from 
the Federal Deposit Insurance Corporation may be secured 
by executing an order blank supplied by the Corporation, 


stating the number necessary and other 


tion.” 


“pertinent informa- 


Regulation F of the Federal Deposit Insurance Corporation, 
containing rules with respect to the signs, was sent to banks 
with a letter of transmittal, stating among other things: 

“Regulation F imposes no limitations on other proper 
advertising in addition to the display of the official sign or 
signs. Banks may use for advertising purposes reproductions 
of the official sign on any material in enlarged, reduced or 
regular size, so long as the wording, design and proportion 
are maintained. The reproductions may include copies of 


the seal. 


The seal should not be used in advertisements 


by insured banks other than in connection with the official 
sign or reproductions, official certificates or facsimile copies. 
Only the official sign and not reproductions are to appear at 
each window or station where deposits are received.” 
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$5000 


The signs furnished to all banks except mutual 
savings banks will have the $5000 figures. 
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Events and Information 


Service Charges Under the Code 


HE Banking Code Committee has 

recently taken steps toward com- 

pleting the enormous task it under- 
took more than a year ago in the 
administration of the code of fair com- 
petition for banks. It has applied 
for two amendments to the code, the 
text of which is reprinted in this 
issue. 

The more important of these relates 
to Article VIII, the fair trade practice 
section, better known as the service 
charge section. Under this article as it 
originally stood each local bankers’ 
group was required, subject to the 
approval of the National Recovery Ad- 
ministrator, to adopt rules fixing maxi- 
mum hours of banking, maximum in- 
terest rates, and minimum service 
charges, for all banks in the group. The 
Banking Code Committee as the plan- 
ning and fair practice agency under the 
code was charged with the task of 
effectuating this provision. 

Many difficulties were encountered, 
due to the differences of conditions in 
various sections of the country, unex- 
pected rulings by Government agencies, 


Ronald Ransom, Chairman of the Bank- 

ing Code Committee and executive vice 

president of the Fulton National Bank, 
Atlanta 


time limitations, unfortunate newspaper 
publicity, etc. 

Finally in April of this year several 
schedules were approved by the Com- 
mittee and recommended to the Na- 
tional Recovery Administrator for ap- 
proval. By this time changes of policy 
had been made in the N.R.A., and it 
was found difficult to get action on these 
schedules. Three months later they still 
reposed in the offices of the N.R.A. 
without having been either approved or 
disapproved. 

In the meantime an increasing num- 
ber of groups had begun to ask: ‘‘ What 
has happened to our schedule? Our 
banks are anxious to put the charges 
into effect. When can we go ahead?” 

In an effort to provide a satisfactory 
answer to these questions the Banking 
Code Committee met in Washington, 
D. C., in July and drew up the proposed 
amendment to Article VIII in con- 
ference with N.R.A. officials. 

This proposed amendment recognizes 
service charges as “a sound principle of 
banking” and thus lends the moral sup- 
port of the code to the service charge 
idea. It makes it clear that any group 
which has agreed on a schedule of serv- 
ice charges can immediately proceed to 
install the schedule, so long as it does 
not represent the charges to be code 
charges or N.R.A. charges. This of 
course is a right which banks always 
had, but which was forgotten by many 
of them recently under the mistaken 
impression that all service charges were 
subject to the N.R.A. The N.R.A. never 
had jurisdiction over service charges 
which did not depend on the N.R.A. for 
enforcement. This amendment makes 
that plain. 

The proposed amendment provides 
(in the second paragraph of Section 2) 
that where banks do wish to enlist the 
support of the N.R.A. for the enforce- 
ment of their service charge schedules 
they can do so, provided 75 per cent of 
them, measured by number and re- 
sources, vote to do so. The procedure is 
the same as before—the schedule must 
be submitted to the Banking Code Com- 
mittee and the National Recovery Ad- 
ministrator for approval—with this im- 


portant difference: a schedule which is 
not disapproved by the Administrator 
within ten days automatically becomes 
effective and non-compliance then con- 
stitutes a code violation. 

Thus the proposed amendment makes 
it possible for those local groups which 
wish to do so to place the authority of 
the N.R.A. behind their schedules, and 
makes it clear that other groups may 
act voluntarily without support or in- 
terference from the N.R.A. The en- 
dorsement of service charges as “a 
sound principle of banking”’ will, it is 
hoped, induce many groups which do 
not choose to come under the N.R.A. 
to install voluntary service charge 
schedules. 

The other amendment, which con- 
stitutes an addition to Article VII, 
simply authorizes the Banking Code 
Committee to recover the expenses of 
code administration from the banks 
subject to the code. Up to the present 
time the funds for meeting such ex- 
penses have been advanced by the 
American Bankers Association. By the 
plan of assessment referred to in this 


F. W. Simmonds, secretary of the Bank- 

ing Code Committee and deputy man- 

ager of the American Bankers Asso- 
ciation 
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proposed amendment the assessments 
of banks which are members of the 
American Bankers Association would 
be paid or borne by the Association. 
Banks not members of the Association 
would of course be assessed direct for 
their equitable share. 

With the approval of these amend- 
ments the major task of the Banking 
Code Committee will have been con- 
summated. In spite of difficulties and 
misunderstandings many worth-while 
things have been accomplished. Practi- 
cally the whole United States has been 
organized into local groups through 
which cooperative action can be taken 
in the future on service charges and 
other matters. The idea of service 
charges has received enormous impetus 
from the publicity attendant to the 
code. Banks are now more vitally in- 
terested in it than ever before. Finally, 
it has been endorsed by a Government 
agency as “a sound principle of bank- 
ing.”” The committee may, therefore, 
with some justification feel that it is 
entitled to rest a while from its labors 
and confine itself to the task of routine 
administration of the code. 

Following are the amendments in the 
form in which they were submitted for 
approval to all banks on August 9: 


PROPOSED AMENDMENT TO ARTICLE 
VIII oF THE 


OF FAIR COMPETITION FOR BANKS: 


Section 1. Trust Service. Trust de- 
partments shall be operated in accord- 
ance with the provisions of the State- 
ment of Principles of Trust Institutions, 
adopted by the Trust Division of, and 
approved by, the Executive Council of 
the American Bankers Association on 
April 6, 1933. A statement of these 
principles is appended as Schedule A 
and made a part of this Code. 

Section 2. Local Fair Trade Practices. 
Inasmuch as it is recognized as a sound 
principle of banking practice that the 
balances of active checking accounts 
should be adequately maintained to 
permit reimbursement to the particular 
bank for the cost of its attendant serv- 
ices or, in lieu of such adequate balances 
and to permit such reimbursement, that 
banks should make commensurate and 
proper charges for such services; and in- 
asmuch as in certain localities the above 
and other sound principles of banking 
practice from time to time may be dis- 
regarded to the detriment of the bank- 
ing business and the public welfare; it is 
hereby provided as follows: 

In any local area as approved from 
time to time by the Banking Code Com- 
mittee in which 75% of the banks, 
measured numerically and by resources, 
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agree to abide by any local fair trade 
practices in addition to Section 1 of this 
Article (and by this is meant any 
schedule of uniform minimum service 
charges as well as any other fair trade 
practice) proposed by them, for that 
locality, and by the Banking Code Com- 
mittee and which after ten days’ notice 
of said proposal to the Administrator 
has not been disapproved by the 
Administrator (after such notice of 
hearing as he may deem necessary), it 
shall thereafter be a violation of this 
Code for any bank in such local area to 
fail to comply with such approved fair 
trade practices. Any person may file a 
complaint with the Banking Code 
Committee and/or the Administrator 
as to the reasonableness of any such 
service charges after their adoption and 
either the Banking Code Committee 
or the Administrator may disapprove 
or amend such charges. 

Nothing in this Section shall be 
construed as abridging the rights of 
individual banks, local clearinghouse 
associations, county associations, county 
groups, or state banking associations 
to adopt their own rules of fair trade 
practice, including schedules of service 
charges; but it shall be a violation of 
this Code for any bank or any such 
group to represent any fair trade 
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practice rule or service charge not 
adopted pursuant to the foregoing 
paragraph of this Section as having 
origin in or authority from the Na- 
tional Recovery Administration. 


PROPOSED AMENDMENT TO ARTICLE VII 
OF THE 
CopE OF Farr COMPETITION FOR BANKS 


The Banking Code Committee is 
authorized subject to the approval of 
the Administrator: 


To incur such reasonable obliga- 
tions as are necessary and proper to 
support the administration of this 
Code and to maintain the standards 
of fair competition established hereby 
and to effectuate the policy of Title I 
of the National Industrial Recovery 
Act, and to meet such obligations 
out of funds which may be raised as 
hereinafter provided and which shall 
be deposited in a special account with 
a person permitted by law to receive 
deposits for the purposes of the Code. 

To submit to the Administrator for 
his approval subject to such notice 
and opportunity to be heard as he 
may deem necessary: (i) an itemized 
budget of its estimated expenses for 
the foregoing purpose and (ii) a plan 
of assessment calculated on an equi- 
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table basis under which the funds 
necessary to support such budget 
shall be contributed by all banks 
subject to the Code of Fair Com- 
petition for Banks. 

After such budget and plan of 
assessment have been approved by 
the Administrator, to determine and 
secure equitable contributions as 
above set forth by all such banks and 
to that end, if necessary, to institute 
legal proceedings therefor in its own 
name. 


Only those banks complying with 
the Code and contributing to the ex- 
penses of its administration as provided 
in Section 7 hereof, shall be entitled to 
participate in the selection of the 
members of the Banking Code Com- 
mittee or to receive the benefit of its 
voluntary activities, or in the event all 
rules and regulations issued by the 
Administrator which pertain thereto 
have been complied with to make use of 
any emblem or insignia of the N.R.A. 

Each bank shall be liable for its 
equitable contribution to the expenses 
of the maintenance of the Banking 
Code Committee, determined as herein- 
above provided and subject to the rules 
and regulations pertaining thereto is- 
sued by the Administrator. Failure on 
the part of any bank to contribute its 
equitable contribution to the expenses 
of maintaining the Banking Code Com- 
mittee, determined as hereinabove pro- 
vided, shall be a violation of this Code, 
subject however to rules and regulations 
issued by the Administrator which per- 
tain hereto. 


Election of Maynard Park 
As A.I.B. Vice President 


MAYNARD W. E. PARK of the Fed- 
eral Reserve Bank of Kansas City, 
Missouri, is the new vice president of 
the American Institute of Banking. 
Elected at the Washington convention 
in June, Mr. Park has a broad back- 
ground of banking experience and In- 
stitute achievement. He joined the 
Reserve bank’s staff in 1916 and three 
years later was made assistant cashier 
in charge of the money department. 

Through a regrettable error, an- 
nouncement of this latest honor to 
Mr. Park was omitted from the July 
JouRNAL. 


This institution may be 
relied upon as a bank of 
Character, Strength, and 
Service — 


Character, that does not 
depend merely upon age 
and an impressive record 
of usefulness: 


Strength, that is based on 
more than adequacy of 
capital funds and total 
resources: 


Rather it is upon the high 
quality of comprehensive 
and efficient Service, daily 
rendered, that the reputa- 
tion and standing of this 
Bank must and will con- 
tinue to rest. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
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Condition of BANKING 


(CONTINUED FROM PAGE 5) 


deposits established by the Government 
through the Federal Deposit Insurance 
Corporation and the Reconstruction 
Finance Corporation all but a few small 
banks in the country now have ample 
capital while depositors have assurance 
of the safety of their deposits. The 
banks also are full of money, a veritable 
flood of funds all but swamping them in 
its increasing volume. 

Scan the June 30 reports of typical 
banks, however, especially in their sur- 
plus and undivided profits accounts, 
and the tale is soon told. Their deposits 
are far up; their loans and profitable 
investments are far down; their ex- 
penses are heavy; their earnings are 
small or non-existent. Few of them are 
making a living. 

More than one third of their total 
loans and investments are in Govern- 
ment securities and mid-August experi- 
ence has demonstrated that Govern- 
ment securities have their weak points, 
—at least in the short term view. Banks, 
in brief, have become bond conscious 
and in this lies the chief change in the 
banking situation during the past 
month. They are loaded with Govern- 
ment securities. 

If the securities of the Government 
cannot be relied upon, where are the 
banks to turn? And how can the obliga- 


tions of the United States be relied 
upon, especially in the face of a tre- 
mendous borrowing campaign, when 
they are subject to constant threats of 
inflation whose serious implications are 
indicated by the successive surrenders 
of the Government to inflation agita- 
tion in the Thomas amendment, in the 
silver legislation now going into effect, 
and in threats of further devaluation 
of the dollar if the silver hypodermic 
fails to revive the national patient? 

Above all is the steady, insidious 
dilution of all wealth by the Govern- 
ment’s borrowing and spending cam- 
paign. 

Specifically the situation is reflected 
in the demand for lower interest rates 
on time and savings deposits reflected 
in the movement among bankers in the 
Third Reserve district to call upon the 
Federal Reserve Board and Federal 
supervisory authorities to reduce, by 
formal direction, maximum rates of 
interest on deposits permitted under 
the Banking Act of 1933; to ask a re- 
classification of deposits and a revision 
of the rules governing them; and to 
demand the abolition of the United 
States Postal Savings system and/or a 
revision of the rules governing postal 
savings deposits. Such demands are of 
more than local or temporary meaning. 


Montagu Norman, Gov- 

ernor of the Bank of 

England, sails for home 

after a trip to America 
and Canada 


September 1934 


MR. BLACK 


Acceptance by former Governor 

Black of the post as liaison officer 

between the Administration and 

the banking profession reflects a 

desire on the part of the President 

to have his program better under- 
stood by bankers 


They reflect a condition in banking 
which spells trouble if it is not remedied, 
while to remedy it requires a revision 
of the policies of the United States 
Government. 

There are many reasons for this 
condition, the most important of which 
naturally is the lack of confidence on 
the part of the business world which 
causes it to hesitate to make any for- 
ward movement involving the invest- 
ment of capital or borrowing from 
banks in the further development of 
existing business. 

A second important cause is the 
pumping of funds into the banks by the 
Government in its spending and credit 
policies whereby member bank reserves 
in the Reserve system are now but a 
few million dollars short of the two 
billion mark and money to acceptable 
borrowers is so cheap that it cannot 
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. .. all available evidence shows that 


there is an ample supply of credit, and 
taking the country as a whole—as dis- 
tinguished from the money market— 
there is room for a considerable expansion 
of credit so soon as a legitimate demand 
arises.”” The Monthly Review of Lloyds 
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earn its keep. Between business condi- 
tions and the policy of the Government 
banks are held as in a vise. 

One is reminded of the preachments 
of Federal authorities of ten to twelve 
months ago that banking must expect 
to operate with a minimum of profits 
as a matter of public service. That 
condition is already being realized. 
Being private institutions founded by 
private capital in anticipation of nor- 
mal profits banks cannot be operated 
that way with safety either to them- 
selves or the general public. 

The collection of new data concern- 
ing interest on deposits and a general 
review of this question now being con- 
ducted by the Federal Reserve Board 
promises action. As a matter of common 
sense as well as of banking experience 
banks cannot continue to pay the rates 
of interest on various classes of time 
and savings deposits which have been 
paid in the past and remain sound. 

The question of rates of interest to 
be paid on bank deposits, however, is 
a temporary matter which in time will 
right itself. The more serious phases of 
the situation are fundamental. The 
tremendous accumulation of funds in 
the banks has taken control of credit 
out of the hands of the Federal Reserve 
System, probably also out of the hands 
of the Treasury Department even under 
its extraordinary powers. 

Inflation, which has failed to arrive 
in the monetary system, has already 
arrived in the credit system. There is 
now more credit available in the banks 
than can possibly be used in any revival 
of sound business for many years and 
any attempt to remedy this situation 
by the sale of their Government bond 
holdings by the Federal Reserve banks 
would result not only in the ruin of the 
Government’s market for its financing 
but in the ruin of banks now loaded 
with Government paper. 

These are some of the broader, more 
basic, considerations which render the 
present position of banking one of ex- 
tremely critical import. 

With the employment of their funds 
in Government securities as the domi- 
nating feature of their policy it can be 
understood how much importance is 
attached by bankers to the market 
position of these securities. This relates 
less to present prices than to future 
conditions although the mid-August 
break in prices was sufficiently serious 
to be alarming. 

Not since the beginning of heavy 
Government borrowings have the banks 
given so much serious attention to the 


KEYSTONE 


A YARDSTICK—THE NORRIS DAM 


President Roosevelt regards the Government’s river development 
projects on the Tennessee, Columbia, Colorado and St. Lawrence 
as yardsticks by which power costs can be measured by the con- 
sumer. One of the Government’s recent steps in competition with 
private power companies was the T.V.A.’s offer for the Tennessee 
Public Service Company at terms which allowed nothing to 
common stockholders and which represented a substantial loss 
to preferred shareholders 


fiscal and monetary policies of the 
Federal Treasury as they have in the 
past month. For nearly a year and a 
half they have acquiesced in the Gov- 
ernment’s fiscal plans, however unusual 
and bizarre they may have seemed. Not 
even the sensational budget message of 
last January was sufficient to shake 
them out of their quiescent mood. 

Several reasons may be offered for 
the tendency toward a change in senti- 
ment in the past few weeks. The chief 
of these, perhaps, is the growing im- 
pression of discouragement in the 
Government’s efforts in behalf of re- 
covery. The spirit of discontent, the 
increased feeling of difficult impending 
problems, the revolt against constant 
experimentation, the fumbling of the 
agricultural adjustment program as 
emphasized by the drought, revolt 
against the restrictions of the N.R.A. 
and evident failure to accomplish what 
was expected of it,—all these influences 
have affected the sentiment of business 
leaders in an increasing degree and this 
sentiment is reflected in the disposition 
of banks to question the Government’s 
fiscal and monetary policies. To these 
general sentiments may be added the 
position of the banks themselves. 

They are heavily committed to 
Government securities and realize that 
they must protect them so far as pos- 


sible. They realize that for the present 
and indefinitely in the future they have 
and are likely to have no other place 
to put the money of their depositors. 
Gradually, also, they are realizing that 
the Government’s bonds are as good 
as the Government’s money. Neither 
may be as good as it might be but it is 
the best we have. 

Under the circumstances the position 
of banks and bankers is not precisely 
a happy one for the moment, yet it must 
be that in the long run the Government 
of necessity will give some attention 
to the result of the soul searching process 
through which bankers are now going. 
It cannot expect to continue a campaign 
of monetary and financial demoraliza- 
tion such as its silver policy, however 
inane and inconsequential that may 
prove to be, without arousing deep 
misgivings on the part of the banks 
and the investing public. The silver 
program is important only in the fact 
that it indicates a trend of Govern- 
mental policy. 

Almost complete inactivity in bank- 
ing, indeed, seems to be the only alter- 
native of the present policy of absorbing 
Government issues. Although time and 
demand deposits in reporting member 
banks increased by $1,909,000,000 be- 
tween January 1 and August 8 “other 
investments” (CONTINUED ON PAGE 57) 
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Social Insurance 


(CONTINUED FROM PAGE 29) 


are nothing to become too enthusiastic 
about. What of the other types of social 
insurance which seem likely to be with 
us in the not too distant future? 

From our limited experience with 
such funds as pension and disability and 
death benefit—so far set up voluntarily, 
not compulsorily as seems possible 
before long—it may be said that these 
are free from most of the drawbacks 
inherent in unemployment insurance 
trust funds. There are in our institution 
and in institutions of our acquaintance 
a good many funds for these assorted 
social purposes. Many of these start out 
smaller than will the unemployment 
insurance trust fund of a large employer. 
But if they are actuarially sound, they 
grow steadily. We are the trustee of an 
employees’ mutual benefit association 
fund which has grown to such propor- 
tions that if conceivably all of the 
employees of the corporation were to be 
simultaneously injured in line of duty, 
with a fair sprinkling of fatal injuries, 
the fund could carry on and take these 
losses in its stride. 

Similarly with pension funds. No 
matter how small a pension fund may 
be at the outset, it tends to grow over 
the entire period from the establishment 
of the fund until the youngest employees 
of that period reach the retirement age. 
This is true even if the number of people 
on the payroll does not increase. If, as 
certainly has been usual, the employing 
firm increases in size and number of 
people, then the fund increases likewise 
due to this factor. If wage and salary 
levels increase, this further factor enters 
to swell the total. 

From our perspective, then, practi- 
cally any form of social insurance has 
greater inherent possibilities of worth- 
while trust business than has unemploy- 
ment insurance—and the possibilities 
from unemployment insurance are by 
no means negligible. If the present 
aggressive activity leading toward social 
insurance keeps on, it seems sure to 
build up substantial reserve funds for 
the purposes of these insurances. 

What can the banks and trust com- 
panies do about all of this? Well, it 
seems questionable whether their proper 
interest in the broad questions of social 
insurance exceeds that of their directors 


Edwin E. Witte of Madison, Wisconsin, is executive 
director of the Administration’s social survey 


and officers as individuals, and of the 
institutions as employers. But when 
social insurance programs begin to take 
shape, then certainly the banks and 
trust companies can be of major service 
in working to shape them along lines 
which will help to attain the results 
desired, and to safeguard the funds 
resulting from the plans once they are 
in operation. 

It seems to me that bankers and trust 
men have a distinct social responsibility 
to give freely of their experience in this 
field. And I believe that for such re- 
sultant trust funds as will be desirable 


for corporate fiduciary handling, there 
is no better or safer place than a well 
managed trust company or trust de- 
partment. 

If the social insurance legislation now 
on the horizon actually solidifies into 
enactments, then the proper place for 
the safeguarding of many of these funds 
is in experienced trust hands, free from 
the pitfalls of inexperience and occa- 
sional political expediency. And if such 
legislation is drawn to permit the 
handling of funds as outlined, then the 
resultant volume of trust business and 
trust income will be substantial. 
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Condition of Banking 


(CONTINUED FROM PAGE 55) 


than in Government securities increased 
by only $219,000,000 and this latter 
classification includes Government guar- 
anteed securities such as the Home 
Loan Bank and Federal Land Bank 
bonds and R.F.C. debentures. The 
latter alone have been sold to banks in 
the amount of $234,814,667 up to June 
30th. 

The choice lies between Government 
securities and loans. Reporting member 
bank loans on securities have decreased 
by $316,000,000 between the first of the 
year and the first week in August; 
“other loans” by $242,000,000 in the 
same period. In other words, Govern- 
ment securities win. 

The industrial situation was domi- 
nated by the depression in steel. The 
general average output for the industry 
was around 26 per cent of capacity, 
slightly increased in mid-month by a 
demand for tin plate for canning beef 
taken off the live stock market by the 
Government as a relief policy but later 
reduced by the prospect of a lower out- 
put in normal fruit and vegetable 
canning. 

Fall demand for automobile steel is 
now expected to be late as a result of 
the policy of automobile manufacturers 
in postponing bringing out their new 
models. There is little demand for any 
other sort of steel products, continued 
delay in the public works program re- 


*°Way Ahead of the Housing Drive”’ 


BROWN IN THE NEW YORK HERALD TRIBUNE 


ducing the demand for structural steel 
below anticipation. The drought also 
has dimmed the fairly bright prospects 
of agricultural implement makers. 
Depression continues in the textile 
industries. Although prices of cotton 
goods have risen sharply as a result of 
the report of a short cotton crop there 
has been little increase in demand for 


cotton cloth and production continues 
on a restricted basis. There has been a 
slight increase in the demand for rayon 
though as yet it has not been registered 
at the mills. 

The shoe trade is in the doldrums be- 
cause of the uncertainty in the hide 
trade resulting from the slaughter of 
cattle in accordance with the Govern- 
ment’s relief program. Manufacturing 
activity in general has been highly ir- 
regular and spotty with some decrease 
in employment. 

Taken as a whole the movement of 
business continues upward except as it 
has been interrupted by the drought and 
Government policies. 


60,000 HOLDERS 
HAVE DEPOSITED 
OVER *140,000,000 
OF DEBENTURES 


majority of holders have de- 
posited more than half of the 


amount of outstanding debentures 
of the Associated Gas and Elee- 
tric Company under the Plan of 
Rearrangement of Debt Capitaliza- 
tion. 

Annual interest savings of 


$2,758,383 have resulted from the 


Plan, based on deposits made by May 31, 1934. 


These substantial savings may be insufficient unless 
business improvement continues, to prevent a deficit, 
on a consolidated basis, for fixed interest on the de. 
bentures of the Company during 1934, because of rate 
reductions and increased outlays for taxes, labor and 


materials. 


Holders of Company fixed interest debentures by 
depositing in exchange for Associated Gas and Electric 
Corporation debentures under the Plan, protect their 


future adverse conditions. 


own interests and help make successful a 
dily availabl f i inst (ame 
readily available means of insurance against £Y4™2) 


Associated Gas and Electric Securities Company, Incorporated 
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Recently 


(CONTINUED FROM PAGE 9) 


N.R.A. 


For several months the N.R.A. has 
been suffering from an internal malady 
known as divided counsels. The differ- 
ences of opinion over price fixing and 
monopolies and the extent and nature 
of enforcement and the manner of 
effecting it have led to a case of sus- 
pended animation in high places. Per- 
haps impending new leadership will 
restore the organism to a little more 
efficiency in its executive department 
but the differences of opinion will cer- 
tainly be carried over into the next 
Congress with an abundance of inci- 
dental pyrotechnics. 


Drought 


Whether loss to the American people 
due to the drought is $1,500,000,000, 
the lowest estimate, or $5,000,000,000, 
the offhand official estimate of relief 
authorities, it is a serious calamity 
which directly or indirectly will be felt 
by every man, woman and child in the 
United States. Loss of wealth of any 
sort reacts upon the whole people and 

-loss of food and the means of clothing, 
as in the present instance, means in- 
creased hardship for those least able to 
bear it. The price of farm products 
will doubtless trend upward during the 
rest of the year. The trend will be of 
slight benefit to farmers who have little 
to sell. It will be a definite disaster to 
others. There is a moral in the tale but 
it will probably not be appreciated by 
the promoters of America’s principal 
present industry,—that of “trying it 
on.” 


Corn 


By September 15 the A.A.A. expects 
to reach the peak of payments of its 
initial distribution of $130,000,000 as 
corn-hog bounty for the restriction of 
production and in November the dis- 
tribution of the second installment will 
be commenced. So far it does not ap- 
pear that Dame Nature will receive 
any bounty for her part in the crop 
restriction process although there is no 
doubt of her efficiency in that line. 
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Crop 
Reduction 


AGRICULTURE 


BUREAU OF AGRICULTURAL ECONOMICS 


Greenbacks 


The Federal Treasury could issue all 
of the $3,000,000,000 in greenbacks 
authorized under certain circumstances 
by the Thomas amendment to the 
Agricultural Adjustment Act and still 
have every dollar of currency in circula- 
tion in the United States backed by 
over 95 per cent in gold to the extent 
that the Government now backs any of 
its currency in gold. The truth is that all 
United States currency at the present 
time is altogether fiduciary in its nature. 
Its value depends entirely upon the 
good faith of the Government in 
Washington. 


Interest 


Interest rates charged customers by 
banks in New York City have fallen 
from a weighted average of 4.71 per cent 
in January, 1932, to 3.30 per cent in 
June, 1934; those in eight other north- 
ern and eastern cities from 5.07 per cent 
to 4.30 per cent while the rates in 
twenty-seven southern and western 
cities have fallen from 5.61 to 5.19 per 
cent in the same period. 

Present day rates are less a stimulus 
to business activity than the result of 
business inactivity. Under ordinary cir- 
cumstances cheap money ought to stim- 
ulate industry and other business ac- 
tivity. Other factors in the equation 
have been too powerful for it to exert 
its normal influence upon business in 
the United States and until these fac- 
tors are removed or modified there is no 
prospect of cheap money having its nor- 
mal effect. So long as industry is faced 
with present and prospective limita- 
tions upon profits by N.R.A. rules or by 
future social legislation cheap money 
means little. 

As a matter of experience it appears 
that cheap money has less influence 
upon business activity than it is sup- 
posed to have. It is usually brought 
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about by business conditions which mil- 
itate against activity. Interest rates in 
industrial production, within reasonable 
limits, are less important than these 
other influences. A going, active, indus- 
trial concern which can sell its products 
at a profit can afford to pay compara- 
tively high interest rates and usually is 
quite willing to do so. 


* 
Deposit Insurance 


Considering the power of control, or 
at least the reputation for having the 
power of control, over banks in its mem- 
bership, it comes as something of a sur- 
prise to learn that the F.D.I.C. must 
seek from the coming Congress the 


' power to expel from the corporation a 


bank which persists in unsound prac- 
tices that threatens loss to the insured 
membership. It is barely possible that 
the Federal authorities do not have as 
much power over banks in some re- 
spects as they are credited with having, 
the refusal of many banks to redeem 
their pledges to sell preferred stock or 
capital notes to the R.F.C. being a case 
in point. 

On the other hand banks are not 
likely to complain over the fact that so 
far the corporation has found it neces- 
sary to call for only one fourth of -one 
per cent of insured deposits in the banks 
instead of the assessment of one per 
cent provided for in the Deposit In- 
surance Act and that the cost of insur- 
ance of deposits for the first six months’ 
operations of the system has been only 
5.8054 cents per thousand dollars in- 
sured. The withdrawal of 167 mutual 
savings banks with nearly $4,000,000,- 
000 of insured deposits will doubtless 
increase the insurance rate somewhat in 
the current six months period but even 
at that the cost of protection of deposits 
so far cannot be said to be impressive. 
“So far,’ however, are important 
words. 
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Investment Bankers 


ALPH T. CRANE, vice-president of 

Brown, Harriman & Company, 
Inc., New York, has been nominated 
for the presidency of the Investment 
Bankers Association of America. Offi- 
cers and governors who are to serve for 
the next fiscal year will be formally 
voted on at the association’s annual 
convention at White Sulphur Springs, 
West Virginia, October 27 to 31. 

Mr. Crane has been active in the 
work of the association since 1926 and 
was chairman of its New York group in 
1930. He served with the national com- 
mittee that prepared the preliminary 
draft of the fair practice provisions of 
theinvestment bankers’ code. He was re- 
cently appointed a member of the code 
committee, replacing the late Robert 
E. Christie, Jr. 

Others nominated by the association’s 
board of governors are: executive vice- 
president, Alden H. Little, Chicago; 
vice-presidents, Robert A. Gardner of 
Mitchell, Hutchins & Company, Chi- 
cago; Edward Hopkinson, Jr. of Drexel 
& Company, Philadelphia; Francis 
Moulton of R. H. Moulton & Company, 
Los Angeles; Daniel W. Myers of Hay- 
den, Miller & Company, Cleveland; 
Frank L. Scheffey of Callaway, Fish & 
Company, New York; treasurer, Ed- 
ward B. Hall, Harris Trust and Savings 
Bank, Chicago; secretary, C. Longford 
Felske, Chicago. 

Governors for one-year terms: George 
W. Bovenizer, Kuhn, Loeb & Company, 
New York, ex-officio member as retiring 
president; Sidney J. Weinberg, Gold- 
man, Sachs & Company, New York. 

Governors for two-year terms: E. 


Mr. Crane 


Fleetwood Dunstan, Bankers Trust 
Company, New York; Roy L. Shurt- 
leff, Blyth & Company, Inc., San Fran- 
cisco; Sigmund Stern, Stern Brothers & 
Company, Kansas City; Marion H. 
Woody, Walter, Woody & Heimerdin- 
ger, Cincinnati. 

Governors for three-year terms: Earle 
Bailie, J. & W. Seligman & Company, 
New York; T. Weller Kimball, Field, 
Glore & Company, Chicago; Cloud 
Wampler, Lawrence Stern & Company, 


Chicago; Rudolph J. Eichler, Bateman, 
Eichler & Company, Los Angeles; Wil- 
liam H. Burg, Smith, Moore & Com- 
pany, St. Louis; James J. Minot, Jr., 
Jackson & Curtis, Boston; Jean C. 
Witter, Dean Witter & Company, San 
Francisco; Charles E. Abbs, A. E. 
Ames & Company, Ltd., Toronto; 
Claude G. Rives, Jr., Whitney National 
Bank of New Orleans, New Orleans, 
Lousiana; E. Warren Willard, Boettcher 
& Company, Inc., Denver, Colorado. 


1863 1934 


— seventy years 


of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing rélations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 
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Credit for Small Borrowers 


MALL and medium-sized businesses 

have an enormous stake in the re- 
covery of America, and it will be in- 
teresting to see how extensively they 
make use of the credit facilities now 
open to them. 

With Federal Reserve and R.F.C. 
hospitality, in the form of direct loans, 
available as a result of recent legislation, 
the response of the small borrower be- 


comes a matter of some importance not 


only because of his potential aggregate 
borrowings but because he may be re- 
garded as the average borrower. 

The financial welfare of the so-called 
“little fellow” has always been vital to 
the country’s progress. There have been 
times when his place in the economic 
system was obscured by the growth of 
great corporate enterprises; yet it is 
probably true that a composite picture 


of American business and industry 


The loss of a single second in flicking the wheel, or applying 
brakes, may spell injury or death or costly property damage. 
Your need for adequate automobile insurance protection — 
that’s the first half of the story. 


The second half: Maryland’s ‘10,000 agents everywhere” 

. an indispensable aid in the midst of confusion and 
trouble. Plus Maryland’s 90 convenient fully-equipped 
claim adjustment offices ready to serve. Maryland’s ever- 
faithful performance in taking care of its insured over 36 
years, measured by thousands of satisfied policyholders and 
claims paid in excess of $282,000,000. 


Ask for Maryland Protection. 


SILLIMAN EVANS - President « 


F. HIGHLANDS BURNS - Chairman 


| 
of the Board | 


would be a unit of rather humble s‘ze. 
Certainly the credit position of the 
small borrower is always a matter of 
concern, and never more so than during 
a period of adversity. 

The problem was not so acutely felt— 
perhaps, rather, it was not so widely 
publicized—in this country during the 
earlier stages of the depression. Then, 
attention was directed chiefly toward 
the Government’s efforts to sustain 
such components of the national econ- 
omy as the railroads and the various 
types of financial and fiduciary institu- 
tions. Many industrial corporations 
both large and small, as a matter of fact, 
were well supplied with working capital 
and have maintained strong positions in 
this respect. But small business, in 
countless cases, found the going increas- 
ingly rough as working capital grad- 
ually disappeared. The R.F.C. could 
not make loans to industry, though it 
did allow groups of industries to form 
mortgage companies which could bor- 
row from the corporation. Numerous 
loans of this type were authorized but 
comparatively few, Chairman Jones has 
reported, were actually disbursed. The 
next step was congressional authoriza- 
tion of direct loans. 

‘Small and medium-sized industry,” 
Mr. Jones told a radio audience not 
long ago, “has, to the extent of its abil- 
ity, cooperated in the President’s re- 
covery program as faithfully as big in- 
dustry, and, while the latter is very well 
financed, these smaller units are less 
fortunate and in many instances have 
carried on with great difficulty. In- 
creased costs of materials and higher 
wages have multiplied their problems, 
and yet they are entitled to survive. 
Certainly they constitute a very sub- 
stantial and very important part of the 
social and economic life of our nation, 
and in the aggregate employ millions of 
people.” 

Current discussion of the needs of 
small borrowers recalls an effort three 
years ago by the Macmillan committee 
to find a solution in England. 

“Tt has been represented to us,” said 
the committee’s report, “that great 
difficulty is experienced by the smaller 
and medium-sized businesses in raising 
the capital which they may from time 
to time require, even when the security 
offered is perfectly sound. To provide 
adequate machinery for raising long- 
dated capital in amounts not sufficiently 


LOOK OUT/ 
MARYLAND 
CASUALTY 
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SMALL LOANS 


One phase of the Government’s efforts to aid 
small borrowers is the national housing cam- 
paign. Bankers have been appointed in all 
parts of the country to serve as liaison officers 
between lending institutions and the Housing 
Administration. 

In the picture Miss Alma McCrum is re- 
ceiving the first loan issued by the Adminis- 
tration. Seated next to her are E. C. Graham 
and James A. Moffett, Administrator. Stand- 
ing, left to right, are Frederick P. H. Siddons, 
president of the District of Columbia Bankers 
Association; Albert L. Deane, Deputy Housing 
Administrator; and Robert V. Fleming, presi- 
dent of the Riggs National Bank, Washington, 
and second vice president of the American 
Bankers Association. 


large for a public issue, i.e., amounts up 
to say £200,000 or more, always pre- 
sents difficulties. . . . 

“In general, therefore, these smaller 
capital issues are made through brokers 
or through some private channel among 
investors in the locality where the busi- 
ness is situated. This may often be the 
most satisfactory method. As we do not 
think that’ they could be handled as a 
general rule by alarge concern . . . the 
only other alternative would be to form 
a company to devote itself particularly 
to these smaller industrial and commer- 
cial issues. . . . We see no reason why 
with proper management, and provided 
British industry in general is profitable, 
such a concern should not succeed.” 


Concrete 
Improvements 


outlive loans 
..-- last a lifetime 


| sor the new Home Loan plan, many loans 
will run for 15 years. And many a home im- 
provement, made in good faith, will require exten- 
sive repairing or complete rebuilding in that time 
—unless it’s made with concrete. 


Money Order 


Whether you are planning to build a driveway, side- 
walk, porch or additional rooms, build with con- 
crete. Then you can be sure that the improvement 
will be permanent—that it will far outlive the loan 


Service Charge 


HE Government has imposed a fee 


at the payment end of its postal 
money order business. 

The amount of this additional fee, 
authorized by the last Congress, is the 
same as was charged when the order 


and require the absolute minimum of maintenance. 


“Concrete Improvements Around the Home” con- 
tains scores of valuable suggestions. The coupon 
will bring your copy. 


was issued. It is collected from the 
payee by deduction from the face value 
of an order paid at an office other than 
that on which it is drawn. The new 
procedure became effective August 1. 

An original domestic money order is 
payable in full at the office drawn on, or 
at the office of issue, for one year from 
the day of the last month in which it 
was issued. The limitation of 30 days 
from the date of issue continues in 
force, and payment will be refused on 
an order more than 30 days old which is 
presented at an office other than the 
one on which it was drawn. 


PORTLAND CEMENT ASSOCIATION 
Room 149, 33 West Grand Ave., Chicago, Ill. 
Gentlemen: Please send me free copy of 


your booklet “Concrete Improvements 
Around the Home.” 
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Reserve Board Seeks Data 


& a result of two steps taken by the 
Federal Reserve Board, the Gov- 
ernment will have available fuller in- 
formation on changes in the banking 
situation throughout the country. 

The board requested that member 
banks and trust companies fill out a 
questionnaire covering their loans dur- 
ing the first six months of 1934. It also 
revised the form of the weekly condition 
statement of banks in leading cities, 


providing for more detailed reports on 
loans, fuller information as to deposits 
and certain data on debits to deposit 
accounts. This form is being used be- 
ginning September 5. 

The questionnaire on loans was un- 
dertaken, the board said, in order that 
it and the Treasury might have avail- 
able statistical data on the amount of 
new loans made by member banks dur- 
ing the present year and on the amount 


specified “LM 


ecurtty 


and Service 


and saved $605.71 on his casualty insurance* 


E studied the financial condition of the Lumbermens 
Mutual Casualty Company — the underwriting and 
investment policies— the nationwide service facilities — and 
themethod of handling claims. Then he specified ““L-M-C” pro- 
tection for his Automobile, Compensation and other casualty 
insurance, the total annual premiums amounting to $3,231.04. 
But he found an added benefit in this leading mutual 
company. The dividends he received last year on his vari- 
ous policies amounted to $605.71, and represented an out- 
right saving on the cost of his insurance. 
Before you buy casualty insurance or advise others on its 
purchase, get the facts on the security, service and savings 


under ‘‘L-M-C’”’ dividend-paying 


licies. Ask your nearest 


representative or write the home office for further information. 
*Name of policyholder furnished upon request. 


LUMBERMENS MUTUAL 


CASUALTY 


THE SYMBOL OF 


COMPANY 


SOUND PROTECTION 


JAMES S. KEMPER, President 
Home Office: Mutual Insurance Building, Chicago, U. S. A. 


“WORLD’S GREATEST AUTOMOBILE MUTUAL” 


JOURNAL, September 1934 


on Loans 


of loans paid or written off. Loans to 
other banks as well as “ brokers’ loans” 
were excluded, indicating that the 
Washington authorities were primarily 
interested in the commercial loan 
situation. 

The new condition statement form 
comprises two pages instead of the one 
that has been in use. Its purpose is to 
provide fuller information, particularly 
a more detailed classification of loans 
and further items of assets and liabili- 
ties. The “all other loans” item is being 
broken down to show its composition in 


| some detail. 


‘Conscientious 


Responsibility 


HE ethics of bankers must in the 

last analysis be depended on to raise 
the business of banking to the level of a 
profession ‘where it can fulfill its high- 
est obligations to the economic welfare 
of the nation,” said Norman E. Towson, 
assistant treasurer of the Washington 
Loan and Trust Company, Washington, 
D. C., in a recent radio broadcast. Mr. 
Towson spoke on the subject “This 
Business of Banking” under the aus- 
pices of the Washington Kiwanis Club’s 
vocational guidance committee. 

“Banking is no longer merely a mat- 
ter of receiving deposits and paying 
checks,” he said. “The American Bank- 
ers Association defines good bank man- 
agement as demanding the three quali- 
ties of technical competence, economic 
understanding and conscientious re- 
sponsibility. This is a high standard, 
and one which cannot be achieved by 
any amount of legislation. Legislation 
can only make illegal such acts as the 
public conscience has come to define as 
dishonorable. The determination of 
whether an act is dishonorable and 
should be made illegal cannot prevent 
damage. 

“Tf those now planning to make a 
career of banking . . . will not aid 
in making of banking a profession dedi- 
cated to the welfare of the entire na- 
tional economy, then they should seek 
elsewhere for their proper vocation.” 
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Federal Deposit Insurance 


eo cost of insuring bank deposits 
through the Federal Deposit Insur- 
ance Corporation was slightly less than 
six cents per $1,000, according to the 
corporation’s report for the first six 
months of its operation, the period end- 
ing June 30, 1934. 

Insured accounts on that date to- 
talled about 56,000,000, representing 
deposits of $16,000,000, but the corpo- 
ration called attention to the fact that 
withdrawal of 188 institutions, mostly 
mutual savings banks, had cut the num- 
ber of protected accounts to approxi- 
mately 50,000,000 and the total of de- 
posits insured to about $12,000,000,000. 

Leo T. Crowley, chairman of the cor- 
poration, said in his statement to the 
board of directors that assessments col- 
lected from bank members of the insur- 
ance fund as of June 30 amounted to 
$39,664,640.58, the cost of insurance per 
$1,000 being 5.8054 cents, equal to ap- 
proximately 2.32 per cent of the assess- 
ment. 

The corporation, he said, had cash on 
deposit with the Treasury in the amount 
of $99,247 340.84. Investments in Gov- 
ernment bonds amounted to $227,782,- 
343.36, on which there was appreciation 
of $7,478,101.23. Interest earned on in- 
vestments for the period was $2,388,- 
788.62 while total expenses, including 
those of organization and payment to 
depositors of one closed bank and pro- 
vision of $400,000 for estimated sus- 
pense items and losses, aggregated 
$3,207,365.15. 

At the close of business June 30 there 
were 5,421 national banks, 959 state 
member banks, 7,555 state non-member 
banks other than mutual savings banks, 
and 235 mutuals which were members 
of the fund. The corporation was pre- 
pared to make refunds of $9,273,783 to 
the 188 banks which had signified their 
intention of withdrawing from the fund. 
These institutions, as previously re- 
ported, comprised 167 mutuals and 21 
commercial banks, most of the former 
being New York State institutions that 
had found their own fund prior to con- 
gressional authorization for a separate 
FDIC mutual savings bank fund. Such 
a fund, the report said, “has now been 
created through which depositors in 68 
mutual savings banks are enjoying the 
benefits of insurance.” 

“The Federal Deposit Insurance Cor- 
poration,” reported Mr. Crowley, “has 
made every effort to assure adequate 
capitalization of non-member state 


banks which have been admitted to the 
benefits of insurance. The corporation 
has been in close cooperation with the 
Reconstruction Finance Corporation as 
well as with the State bank supervising 
authorities. These efforts have met with 
singular success. The rebuilding of the 
capital of those insured banks which 


were in need thereof has been a signifi- 
cant contribution toward the general 
improvement of the banking structure. 

“Through cooperation with the 
Comptroller of the Currency and the 
Federal Reserve Board a uniform ex- 
amination report form has been de- 
vised.”’ 


the initial dividend. i“ 


Gross OPERATING REVENUE 


Operating Expenses... . . 


Orner INCOME 
Gross INcoME 
Depuct: 
Bond Interest 
_ Other Interest 
Amortization of Bond Discount 
and Expense. .... . 


Net Deductions 


Net Income Berore DivipENnps 


Preferred Stock 


PACIFIC LIGHTING CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and Dividends 
for the Twelve Months Ended June 30, 1934 


OPERATING ExPENSES, TAXES, AND DEPRECIATION : 
$18,684,922.61 


Net Operatinc REVENUE........... 


$5,456,826.77 
Less Interest Charged to Construction 69,914.97 


Depuct DivipENpbs OF SUBSIDIARIES: 
$1,555,753.47 
Common Stock, Minority Interest 


DIVIDEND NOTICE, 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 100 of 75 cents per share, payable 
August 15, 1934, to stockholders of record July 20, 1934. 

$6.00 Preferred Stock Quarterly Dividend No. 108 of $1.50 per share, payable 
July 16, 1934, to stockholders of record June 30, 1934. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 


$42,616,238.08 


5,740,5 11.22 
6,778,804.80 


31,204,238.63 
$11,411, 999.45 
334,342.78 
$11,746,342.23 


$5,152,191.39 


33,321.08 


271 314.30 


5,386,911.80 
$6,359,430.45 


572.00 
1,556,325 .47 


AVAILABLE FoR DiIvIDENDS ON PREFERRED AND 
Common Srock or Paciric Corp. 

DIvIDENDS ON PREFERRED STOCK 

AVAILABLF FoR DivIDENDS ON CoMMON STockK . 

DivipENps ON ComMoNn Stock 


REMAINDER TO SURPLUS 


Balance Available for Dividends 
on Common Stock Equals, Per Share... . . 
* Deficit 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA 


$4,803, 104.96 
1,154,505 .26 
$3,643 ,599.70 
4,825,893 .00 


*$1,177.293.30 


$2.27 


STREET, SAN FRANCISCO 
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An Ameriean Social Plan 


(CONTINUED FROM PAGE 21) 


entrepreneurial income or net profit 
is reduced to rather modest pro- 
portions, especially when, as in the 
year 1932, there were business losses of 
$10,663,000,000, reducing the net na- 
tional income to $38,289,000,000 and 
showing that the labor income was about 
80 per cent of the net national income. 

Business men or entrepreneurs, of 
course, take the profits of good years 
and the losses of bad years as the natu- 
ral result of their position and function 
in the capitalistic system. They organ- 
ize and manage the business world, pay 
wages, salaries, rent, interest, taxes and 
all other charges, after which they take 
what is left—gain or loss, as the case 
may be. 

It is interesting to trace the course 
of profits in the United States from the 
good year, 1929, to the present time. 
According to the figures given in the 
monthly letters of the National City 
Bank of New York, the net profits of 
900 industrial corporations—after de- 
preciation, interest, taxes, and other 
charges and reserves, but before divi- 
dends—were $3,470,113,000 in 1929, a 
return of 13.3 per cent on capital and 
surplus; whereas the net profits of 1,925 
corporations in 1932 were only $151,- 
187,000, or 0.3 per cent on the net worth 
of the companies—that is, “the book 
value of outstanding preferred and 
common stock and surplus account at 
the beginning of the year.” For- 


ALTERNATIVE 


tunately, they made a better showing in 
the year 1933, when their net profits 
were $1,045,019,000, which was a return 
of 2.1 per cent on the net worth. They 
have probably done still better in the 
first quarter of 1934, as in that period 
210 industrial corporations, which had 
a deficit of $22,674,000 in the first 
quarter of 1933, had this year a net 
profit of $97,828,000, or 4.3 per cent on 
the net worth. 

The results of a still more complete 
study of this subject, by Solomon 
Fabricant, have lately been published 
in Bulletin 50 of the National Bureau of 
Economic Research, and show that 
business losses during the depression 
have been even greater than is indicated 
by the foregoing figures. According to 
this report, the aggregate net income of 
all corporations in the United States, 
excluding tax-exempt corporations and 
life insurance companies, was $9,130,- 
000,000 in 1929, and $1,960,000,000 in 
1930; but in 1931 there was a deficit of 
$2,850,000,000, and for 1932 the deficit 
was estimated at $4,600,000,000. 

Such figures as these, coupled with 
statistics of failures of business concerns, 
are sufficient to explain the enormous 
increase in unemployment which has 
taken place since the crisis of 1929. 
It is often said that employers should 
continue to employ in times like these, 
regardless of profits, inasmuch as hu- 
manity is more important than prop- 


erty. But that is to ignore the fact that 
those who live by profits are also 
human beings and cannot carry on if 
their income is taken away. 

The relation, then, between profits 
and employment is direct and vital, 
whether in a time of rising or of falling 
prices, so that, in both good and bad 
years the interests of employers and 
employees have much in common. 

If this be true, the road to recovery, 
though beset with thorns, is clearly 
indicated. Readjustment must be ef- 
fected and profits restored. This can be 
done, as Professor Viner has explained, 
by balanced inflation or balanced 
deflation, and in no other way, unless 
the present economic order is to be 
destroyed and socialism is to take its 
place. But if inflation be undesirable or 
impracticable, as it seems to be, the 
only alternative is readjustment by the 
temporary scaling down of all the ex- 
penses of production. 

It may be that, in the past, profits 
have been too large a share of the na- 
tional income, but the fact remains that 
someone must perform the function of 
business enterprise and that the remu- 
neration must be sufficient to induce 
business men and capitalists to carry 
on. That is what economists call the 
supply price of business enterprise, 
which is profit, without which the serv- 
ice will not and cannot be rendered. 
To be sure, we may have some govern- 
mental agency perform this function, 
as in the ownership and management 
of the postoffice, municipal monopolies, 
railways and the like, but even these 
businesses cannot be carried on for 
service without profit unless the state 
can obtain loans for improvements and 


A governmental agency may perform the 
function of business enterprise, as in the 
ownership and management of the post- 
office, transportation systems and mu- 
nicipal monopolies, but such businesses 
*‘cannot be carried on for service without 
profit unless the state can obtain loans 
for improvements and extensions from 
private capitalists, or make up the deficits 
from the bottomless purse of the tax- 
payer.”’ Italy, under Mussolini, has ad- 
justed her economy to a system of state 
capitalism 


EUROPEAN 


| 


AN AMERICAN SOCIAL PLAN 


It’s hard to escape the belief that in the 
United States private business enterprise 
will be allowed a living sufficient to pay 


the Government’s bills 


extensions from private capitalists, or 
make up deficits from the bottomless 
purse of the taxpayer. 

Such unsound financial practices, 
which are all too common in state 
enterprises, can be carried on for a time 
and on a relatively small scale, but 
there are limits beyond which they 
cannot go; for, as governmental under- 
takings increase and private activities 
and resources diminish, we approach a 
point at which the state will be unable 
to borrow for the extension of its 
services or levy taxes to make up 
deficits. We are thus forced to the 
conclusion that the principles of sound 
private and public finance are essen- 
tially the same, and that a profit on 
public undertakings, the difference be- 
tween revenue and expenditure, stands 
for a balance or excess of social utility 
over social cost. 

All of this, of course, is anathema to 
those who, in a sort of apocalyptic 
vision, are dreaming of a new social 
order in which everybody will work for 
service with no desire for profit. But 
that time is not yet here, nor is it likely 
to arrive for years to come, if ever. 
Meanwhile, then, idealists who glorify 
service should be realistic enough to 
recognize the fact that, in the present 
economic order and the present state 


of human nature, all those who con- 
tribute to the joint product which we 
call the national income must have 
suitable shares in the same, if that joint 
product is to be maintained and aug- 
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mented. Whence it follows that the 
services of those who assume the risks 
and responsibilities of business enter- 
prise must be remunerated by adequate 
though not excessive profit. 


ALTERNATIVE 


**Communists point to Soviet Russia as a 
country where the social revolution has 
actually taken place and where, under 
the dictatorship of the communist party, 
a large measure of state socialism has 
been in operation, while the Russian 
people, though none too prosperous as 
yet, 
Marxian system has been tried on the 
dog and, strange to say, the dog lives.”’ 
In the picture, G. F. Grinko, Soviet 
Commissar of Finance, is broadcasting 
details of the ‘‘Second Five-Year-Plan 


have lived and multiplied. The 
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A Study of Retailing 


yrs will find interesting in- 
formation on the subject of retail 
credit and its reaction upon mercantile 
loans in a recently released study of the 
subject by the Department of Com- 
merce. 

While this study is based upon the 
transactions of only 457 establishments, 
the total annual turnover involved is 
not far from half a billion dollars. Furni- 
ture, jewelry, shoe, men’s and women’s 


clothing and department stores in 
widely scattered areas have been in- 
cluded to give a fairly sizeable cross sec- 
tion of the retail business. 

The figures show a decrease in cash 
transactions, a small increase in open 
credits and a much larger increase in 
instalment sales. They also indicate de- 
creases in charge-offs, particularly 
marked in instalment sales, and a drop 
of six days in the average time that out- 
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NEWARK AIRPORT—BUSIEST IN THE WORLD 


THEN corporations and individuals 


move from your city to the Newark 


territory, give them a letter of intro- 


duction to New Jersey’s largest bank. 


FIDETI 


MEMBER FEDERAL 


UNION TRUST 


RESERVE SYSTEM © NEWARK NEW JERSEY 


standing accounts remain open on 
dealers’ books. Volume was up 5.8 per 
cent, as was to be expected in view of 
higher prevailing prices. 

The study reveals extraordinary geo- 
graphical variations in the matter of 
credit sales. Turnover on credit showed 
decreases in Detroit and Washington, 
inconsequential increases in Boston, 
Kansas City, New Orleans and New 
York but an upturn of 16.6 per cent in 
Cleveland and even greater upturns in 
Atlanta, Houston and Pittsburgh. 

Other data from the same source show 
the effect of the depression upon the re- 
tail business in Indiana where 1933 sales 
of $569,080,000 may be compared with 
$1,222,384,000 in 1929. Average full 
time wages were $893 in 1933 compared 
with $1,206 for 1929. 

On the other hand, the number of 
full-time employees shows an increase 
during 1933 from January to December 
of 12,309. While sales were off 53 per 
cent compared with 1929, payrolls were 
down by less than 50 per cent, indicat- 
ing an increase in operating costs which 
is further accentuated by the inflexi- 
bility of such basic charges as rent, 
taxes, insurance and depreciation. 

Indiana’s retail payroll absorbed 11.1 
per cent of the dealer’s gross receipts in 
1933, as compared with 10.3 per cent in 
1929. 

While it will be some time before 1934 
figures are available for analysis, there 
can be little doubt of the continuance of 
this trend. 
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Bank Reopenings 


March 16, 1933 


OR some eighteen months the 

office of the Comptroller of the Cur- 
rency, the Federal Reserve authorities 
and the many state banking officials 
have directed their energies in a cease- 
less effort to rehabilitate the banks of 
the nation which were compelled to 
suspend operations with the crisis of 
March, 1933. Theirs has been the job of 
licensing, restricting and liquidating. 
Frozen assets were protected through 
bank reorganizations and by appointed 
conservators. 

The result of this activity is encour- 
aging. Gradually, the number of the 
banks open for business has swelled, and 
on June 27 this year, 13,590 banking in- 
stitutions were licensed, leaving 623 
banks still closed. 

The reopenings of the national banks 
have been relatively more rapid than 
those of the state banks. However, out- 
side of the mutual savings banks, which 
are 100 per cent open, the record of the 
national banks may be cited as typical 
of all banks. 

On March 16, 1933, the day follow- 
ing the bank holiday, there were 1,429 
unlicensed national banks, or nearly one 
for every three licensed banks. On July 
31 this year there were only 66 unli- 
censed national banks, or one for every 
eighty-two licensed banks. 

During July, 29 national banks with 
$24,472,000 in frozen deposits were li- 
censed and opened or reopened. This 
brought the number of national banks 
licensed during the first seven months of 
1934 to 342, involving frozen deposits of 
$294,288,000. Those licensed in each of 
the six previous months with frozen de- 
posits were: January, 69 banks with 
$69,966,000; February, 63 banks with 
frozen deposits of $62,953,000; March, 
55 banks with $34,739,000 frozen de- 
posits; April, 36 banks with frozen de- 


5,000 


Licensed (in 

black) and un- 

licensed (dotted) 

national banks 

from March 16, 

1933, to July 31, 
1934 


July 31, 1934 


posits of $31,893,000; May, 50 banks 
with $37,488,000 frozen deposits and 
June, 40 banks with $33,777,000 frozen 
deposits. 

The Comptroller’s office had issued 
and approved plans for reorganization 
to more than 83 per cent of the national 
banks which remained closed at the end 
of July. Unlicensed national banks on 
July 31 were divided as follows: 55 with 
$55,667,000 frozen deposits had ap- 


proved plans of reorganization; 11 in- 
stitutions with $7,560,000 frozen de- 
posits had disapproved plans of reor- 
ganization. 

The Comptroller announced that all 
national banks in the First Federal Re- 
serve District which were not licensed 
following the banking holiday had been 
opened or otherwise taken care of. This 
is the first district cleared of unlicensed 
national banks. 


A letter from a bank is usually one of 


importance. Crane’s Bond gives it 


dignity and 


per manence. 


(Fane. 


FINE PAPERS 


THE STANDARD OF THE INDUSTRY 


CRANE’S FINE PAPERS « MADE IN DALTON, MASSACHUSETTS 
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Financial Advertisers 


DAY’S keen interest in public 
relations on the part of banks prom- 
ises to produce an unusually large 
attendance at the convention of the 
Financial Advertisers Association to be 
held at the Hotel Statler in Buffalo, 
N. Y., September 10 to 13. 

The theme of the convention is “‘ How 
to Meet the Public’s Demand for 
Financial Information.” The four days 
of general sessions and departmentals 


will be devoted to thorough discussions 
of authoritative and constructive rec- 
ommendations as to how the banks 
shall answer the public’s demand for a 
better understanding of banks and 
banking. 

Public relations today loom large as 
the main issue in the planning of bank- 
ing policies and the convention promises 
to help many banks plan their public 
relations programs. 


NATIONAL SURETY 
CORPORATION 


New York, N. Y. 


VINCENT CULLEN, President 


Financial Statement — June 30th, 1934 


ASSETS 


*Bonds and Stocks 


Premiums in course of collection, not overdue 


First Mortgages and Real Estate 
Accrued Interest and Rents 
Accounts Receivable 


Home Office Building 
TOTAL ASSETS 


Reserve for Unearned Premiums 
Reserve for Claims 


tingencies 


LIABILITIES 


Reserve for Commissions and Expenses 
Reserve Paid in for Claims and other con- 


*This amount represents actual market quotations as of June 30th, 1934. 


$ 1,203,788.29 
8,840,775.00 
1,103,730.52 
398,752.82 
103,167.30 
295,018.74 
950,000.00 


$12,895,239.67 


$ 5,077,751.70 
1,991 864.90 
448,653.71 


1,376,962.36 
1,000,000.00 
3,000,000.00 


$12,895,232.67 


The program is exceptional both in 
the selection of timely topics and in the 
national prominence of the speakers. 
Among those who have already ac- 
cepted invitations to address the con- 
vention are: W. C. Clark, Deputy 
Minister of Finance and Secretary of 
the Treasury Board of the Dominion of 
Canada, Ottawa, who will speak at the 
annual banquet, Thursday night, Sep- 
tember 13; Lewis G. Harriman, 
president, Manufacturers and Traders 
Trust Company, Buffalo, N. Y.; F. N. 
Shepherd, executive manager, Ameri- 
can Bankers Association, New York; 
Harrison Jones, vice-president, Coca 
Cola Company, Atlanta, Georgia; Roy 
L. Stone, vice-president, First Wiscon- 
sin National Bank, Milwaukee, Wiscon- 
sin; James P. Warburg, vice chairman, 
Bank of the Manhattan Company, 
New York; Alex Osborn, vice-presi- 
dent, Batten, Barton, Durstine & Os- 
born, director, Marine Trust Company, 
Buffalo, New York; George Rand, 
president, Marine Trust Company, 
Buffalo, New York; Peter Michelson, 
publicity manager, Bank of America 
NTSA, San Francisco, California; John 
A. Kissick, executive vice-president, 
Liberty Bank, Buffalo, New York; 
Harry B. Hall, vice-president, American 
Appraisal Company, Milwaukee, Wis- 
consin. 

Alva G. Maxwell, president of the 
association and vice-president of the 
Citizens and Southern National Bank, 
Atlanta, will address the luncheon 
meeting on Monday, September 10. 
Mayor George J. Zimmerman of Buffalo 
will welcome the delegates in the 
afternoon. 


Customer Relations Clinic 


BANKERS present at the Annual 
Convention of the American Bankers 
Association at Washington, October 22- 
25, will have an opportunity to attend 
the Association’s first clinic on con- 
structive customer relations. Three con- 
ferences covering this important subject 
have been scheduled. Each will be ad- 
dressed by bankers who have made a 
particular study of the subject, and at 
each there will be a general discussion. 
The program is being divided into three 
classifications: the importance of con- 
structive customer relations; how the 
work has been conducted; and prepara- 
tion of a program for 1934-35. 
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Industrial Advisory Committees 


ACH Federal Reserve district now 
has its economic advisory com- 
mittee. The function of these groups, 
composed of business men appointed by 
the several Reserve banks, is to con- 
sider all applications for working capital 
credit under the recent legislation per- 
mitting direct loans to industry. 

The August JouRNAL printed the per- 
sonnel of eight district committees. 
The others, since named, are as follows: 

Fifth District (Federal Reserve Bank 
of Richmond): J. G. Holtzclaw, presi- 
dent, Virginia Electric & Power Com- 
pany, Richmond, Virginia; Overton D. 
Dennis, Dominion Oil Company, Rich- 
mond; Harvey W. Moore, manager, 
Brown Manufacturing Company, Con- 
cord, North Carolina; George E. Probest, 
Jr., secretary and treasurer, Bartlett- 
Hayward Company, Baltimore; Walker 
D. Stuart, president, Richmond Hard- 
ware Company, Richmond. 

Sixth District (Federal Reserve Bank 
of Atlanta): John Sanford, president, 
Armour Fertilizer Works, Atlanta; 
William A. Parker, president, Beck & 
Gregg Hardware Company, Atlanta; 
A. R. Forsyth, executive vice-president, 
Gulf States Steel Company, Birming- 
ham, Alabama; Ernest T. George, presi- 
dent, Seaboard Refining Company, 
New Orleans; I. C. Milner, executive 


The Reserve System has already made 

some direct loans to industry. In the 

Second District officials of the New 

York reserve bank, of which George 

L. Harrison is governor, met with com- 

mercial bankers to discuss methods 
and policies 


Mr. Harrison 


vice-president, Gate City Cotton Mills, 
Atlanta. 

Ninth District (Federal Reserve Bank 
of Minneapolis): John Bush, Cleveland 
Cliffs Mining Company, Negaunee, 
Michigan; C. O. Follett, vice-president, 
Fargo Mercantile Company, Fargo, 
North Dakota; Harvey Jewett, Jewett 
Grocery Company and Jewett Drug 
Company, Aberdeen, South Dakota; 
Albert Miller, president, Miller Broom 
Company, LaCrosse, Wisconsin; Sheldon 
V. Wood, president, Minneapolis Electric 


Steel Castings Company, Minneapolis. 

Eleventh District (Federal Reserve 
Bank of Dallas): Clarence Ousley, presi- 
dent, Globe Laboratories, Fort Worth, 
Texas; Lewis R. Ferguson, vice-presi- 
dent, Lone Star Cement Company, 
Dallas; Will B. Marsh, president, 
Chronister Lumber Company, Wood- 
hurst, Texas; Charles R. Moore, presi- 
dent, Austin Bridge Company, Dallas; 
W. B. Wise, president, Merchants and 
Farmers Compress Company, Green- 
ville, Texas. 


Distributed by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 


Through a National Group 


of Investment Houses 


For a prospectus with full information, write to 

Administrative and Research Corporation, 15 Ex- 

change Place, Jersey City, N. J., or to authorized 
dealers in principal cities. 


For your Chicago 
CORRESPONDENT 


This bank offers every facility for han- 


dling the business of out-of-town banks 


or bankers. 


Your account is invited. 


Crry Narionat Bank 
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Mutual Savings Deposits 


UTUAL savings banks of the coun- 

try had 13,686,947 depositors on 

June 30, a new high record and a gain of 

273,898 in the first half of 1934. De- 

posits increased $125,766,227 to a total 

of $9,720,377,072, while assets rose 
$147,999,773 to $11,004,000,035. 

The combined surplus accounts of the 
mutuals, which operate in 18 states, 
expanded $23,371,166 to a total of $1,- 
190,242,985, the largest surplus ever 
held by the banks. 


most states,’ reported the Na- 
tional Association of Mutual Savings 
Banks, ‘‘a slight decline in the average 
account indicated the number of new 
savers, these accounts generally being 
opened for small amounts. Thus the 
average for the country declined from 
$715.32 to $710.19. It varied considera- 
bly as to states, the leaders being: 
Rhode Island, $840.77; New York, 
$797.45; Massachusetts, $684.46. 

“The average interest rate receded 
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from 3.31 per cent to 3.24 per cent for 
the country, the range of the first three 
states being Connecticut, 3.80 per cent; 
Delaware, 3.50 per cent; and Massa- 
chusetts, 3.37 per cent.” 

The New York State mutuals gained 
184,107 depositors, the largest increase, 
followed by Pennsylvania with 22,974 
and Connecticut with 21,888. In de- 
posits, New York led with a gain of 
$60,169,476, Massachusetts was second 
with $23,279,391 and Connecticut third 
with $12,541,791. 

“The continued increase of mutual 
savings accounts,” said Philip A. Ben- 
son, president of the Association, “can 
mean but one thing—the average man 
and woman is financially better off than 
in some time.” 


Itemized Checking 


Account Statements 


To the JOURNAL: 


OMMERCIAL banks can effect a 

tremendous saving by the abolition 

of the itemized monthly statement for 
checking account customers. 

To print this statement there is neces- 
sary a duplication of bookkeeping which, 
although meant to be helpful to the 
customer, does not serve that purpose. 
The main reason for this is that the in- 
dividual customer does not have the 
same aptitude for figures as the banker 
who works with them every day. I think 
these statements are unnecessary, .and 
to prove this assertion let me say that 
thousands are never called for. 

Cancelled checks are valuable and 
worthwhile to keep; statements grow 
useless almost at once. 

Instead of printing statements banks 
might send to the customer at the end of 
each month his cancelled checks in an 
envelope on the outside of which the 
present balance would be given. This 
method would result in a great saving 
which could be passed on to the cus- 
tomer in smaller meter charge costs and 
I think it would be most welcome. 

DANA V. HUMPHREY 
34 Broad St., 
Lynn, Mass. 
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Impending 


“Double Taxation” 


(CONTINUED FROM PAGE 33) 


generally that they are not within 
the purview of those cases or of the 
above statement. We do not see any 
practical difference between them, so 
far as taxes upon their property are 
concerned. A banking corporation (not 
speaking now of pure savings banks) is 
a business corporation pure and simple. 
It is not for charitable, literary, or social 
purposes, or for any other purpose than 
for business and business profits for its 
stockholders. It owes money and has 
money due it. It borrows money and 
uses the borrowed money in its business 
of discounting notes, dealing in stocks, 
bonds, etc. Its depositors are merely its 
creditors. They have merely loaned it 
money. They have no more concern 
with its assets or its investments than 
any other creditor has. Its stockholders 
have the same legal and equitable inter- 
est in its assets that the stockholders in 
any business corporation have in its 
assets. Moreover, there are decided 
cases including banks within the doc- 
trine that taxes upon the shares and 
also upon the assets of a corporation 
constitute double taxation.” 

Because of the lack of uniformity 
of court decisions with respect to 
“double taxation” of corporate shares 
and corporate property in the various 
states, the banks in some states will 
be liable to much more onerous tax 
burdens than those in other states. 
In the interest of the national bank- 
ing system such a result should not 
obtain. In those states whose con- 
stitutions contain a provision for tax 


Entrance of the 
House wing of 
the Capitol 


uniformity and equality, it will be con- 
tended, the state banks at least have 
protection to the extent that their 
property cannot be taxed higher than 
the property of others and in such states 
the national banks will receive similar 
protection through the classification 
with state banks under the Steagall Bill. 
But that is by no means certain as it 
has been held where excise taxes are 
imposed the constitutional requirement 
of tax uniformity and equality with 
other property is not involved. 

The Steagall Bill specifically provides 
for an excise tax measured by “net 
income received from all sources”’ in 
lieu of a tax on the shares. Hence, even 
in constitutional tax uniformity states, 
while the property of the banks could 
be taxed no higher than other property, 
they might in addition be subjected to 
onerous excise taxes upon their “net 
income received from all sources”. 
Furthermore, the rate upon net income 
is only limited to that imposed upon 
state banks. It follows, therefore, that 


Entrance of the 
Senate wing of 
the Capitol 


any state could levy net income taxes on 
banks at rates without limit. 

In states where there are no constitu- 
tional inhibitions on taxation the banks 
could be subjected to the heaviest kinds 
of property and share taxes or property 
and net income taxes. 

It is hard to understand why the 
House Committee should have been 
willing to take away all safeguards for 
the protection of national banks in the 
matter of state taxation. Certainly the 
banks should be placed in no worse 
position than other corporations gener- 
ally. With respect to income taxation 
the Federal Government treats all 
corporations alike as it does individuals. 
And by inviting the classification of 
banks by themselves Congress would 
deprive them of even the protection of 
the Fourteenth Amendment so far as 
other classes and property are con- 
cerned. 

The vicious principle of classifying 
banks by themselves regardless of the 
taxation of other classes or property 
is also embodied in two Senate bills 
to amend Section 5219, to wit, S. 1502 
by Senator Norbeck and S. 3009 by 
Senator Shipstead. These measures 
were not acted upon by the Senate 
Committee on Banking and Currency 
in the 73rd Congress. 

In these trying days of urgent de- 
mands for increased public revenue it is 
highly unwise to throw over the tradi- 
tional Congressional policy against the 
excessive and discriminatory taxation of 
national banks and invite state legisla- 
tures to single out all banks as a class 
for tax purposes. 

The public interest should be aroused 
to the seriousness of developments in 
Congress in respect to the taxation of 
banks, particularly in the light of the 
rehabilitation of the banking system. 
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New Books 


By JOHN M. CHAPMAN 


Federal and State Control of Banking. 
By Thomas J. Anderson, Bankers Pub- 
lishing Company, New York. 


ANY problems have arisen in the 

field of American banking as a re- 
sult of the dual system of banking con- 
trol which has existed in one form or 
another from the earliest days of the 
American Republic. This system of 
divided supervision and control has 
been instrumental in the passage of 
much legislation designed to harmonize 
the two systems—state and national— 
or to lessen the competition between 
them. These efforts have too frequently 
resulted in a lowering of the banking 
standards with the ultimate result that 
the community has suffered. Many of 
the questions arising out of this dual 
system of control are outlined by 
Thomas J. Anderson, Jr., instructor in 
economics, New York University, in 
“Federal and State Control of Bank- 
ing.” The purpose of the study is “to 
trace briefly the past problems, con- 
troversies, and litigation . . . of dual 
government control of banking” and 
to indicate how these are “related to 
the recent weaknesses of the banking 
system.” 

According to Mr. Anderson, the 
Federal Reserve Act was a step toward 
greater Federal control, which he deems 
to be absolutely essential if we are to 
correct some of the abuses that have 
crept into our system. He sees three 
important controversies going on since 
the enactment of that act: (a) the par 
remittance controversy, (b) the prob- 
lems growing out of the extension of 
fiduciary powers to hational banks by 
the Federal Reserve Act, and (c) the 
taxation of national banks by state au- 
thorities. In connection with these 


The reader of current volumes on 
banking, finance and economics in 
general may have noted the differ- 
ence in the type of books now appear- 
ing as compared with a year or so 
ago. More attention is being given 
today to fundamentals and less to 
the superficial aspects of changes oc- 
curring in various fields 


three problems, the writer has given us 
an interesting and valuable discussion 
especially with the legal difficulties in- 
volved. 

Another phase of his discussion takes 
up what is generally referred to as the 
concentration of banking, and here the 
author touches upon bank mergers, 
chain and group banking, branch bank- 
ing, and the interlocking of bank di- 
rectorates. The discussion in this con- 
nection, as it is generally throughout 
the book, is from the legal rather than 
the economic point of view. Mr. Ander- 
son presents some statistics on bank 
mergers which unfortunately cover 
only a part of the field. It would have 
been a valuable contribution if he 
could have given us complete, up-to- 
date figures on this phase of American 
banking. The aspects of banking con- 
trol are complicated according to the 
author by reason of the dual nature of 
our banking system. The writer also 
considers the constitutional rights and 
powers of the Federal Government to 
regulate banking on the grounds that 
it is interstate in nature, and comes to 
the conclusion that the Federal Gov- 
ernment, not only can but ought to do 
so. In that way, Mr. Anderson thinks, 
we should be able to do away with 
some of the weak spots or parts of our 
system of banking; for example, bank 
failures, the par remittance contro- 
versy, etc. Such a method of control, 
the author believes, would enable us to 
secure better supervision, branch bank- 
ing, as well as other important im- 
provements. 

Bankers and students interested in 
the legal phases of banking control will 
find this book very useful. It covers a 
phase of the banking system which has 
been neglected, but which is vital to the 


future success of banking in the United 
States. Mr. Anderson takes the position 
that banking reconstruction must de- 
pend to a large extent upon the proper 
recognition of this aspect of the banking 
problem. The final chapter of the book 
deals with the Federal powers relative 
to currency. 


Security Analysis. By Benjamin Gra- 
ham and David L. Dodd. Whittlesey 
House, McGraw-Hill Book Company, 
New York. 


— in recent years have pur- 
chased and sold many securities of 
various classes, especially bonds. It is 
generally difficult to get the complete 
facts concerning such obligations and, 
moreover, many buyers have had diffi- 
culty in analyzing such securities even 
where a large body of facts was avail- 
able. The latter group will find “Se- 
curity Analysis” by Benjamin Graham 
and David L. Dodd, a very thorough 
and valuable treatment of the most 
approved, up-to-date methods in ana- 
lyzing securities. 

The authors are particularly well 
qualified to discuss this important sub- 
ject, the former being a practical 
analyst and manager of an investment 
fund while the latter conducts graduate 
courses in the subject at Columbia 
University. Here in this book, then, are 
brought together both the theory and 
practice—the result being a volume 
which is not only a contribution in it- 
self but will be a most useful guide to 
the study and appraisal of securities in- 
cluding both stocks and bonds. 

The book is “intended for all those 
who have a serious interest in security 
values. It is not addressed to the com- 


ii 


plete novice. . . .” It is impossible in a 
short review to do more than indicate 
the general content of a work of this 
kind. It presents methods of analyzing 
fixed value investments, including in- 
come bonds and guaranteed securities 
and senior securities. The theory of 
common stock investments as well as 
those with speculative features is out- 
lined. Attention is directed to the 
analysis of income accounts, balance 
sheets, capital structure, depreciation, 
issue of warrants, discrepancies between 
price and value, and market analysis 
of securities. This list of subjects, which 
is only a partial one, indicates the broad 
scope of the study. 

The reviewer feels justified in saying 
that the book will be of value to those 
who are interested in security analysis 
and who want the matured opinion of 
two able students who have given much 
thought and study to this serious and 
technically difficult field of security 
analysis. There is certainly no doubt 
that the subject is not academic, but 
one which requires the closest attention 
to both sound principles and practices. 


Alexander Hamilton’s Papers on Public 
Credit, Commerce and Finance. Edited 
by Samuel McKee, Jr., with a foreword 
by Elihu Root. Columbia University 
Press, New York. 


Columbia University Press, 
New York City, has performed a 
useful service in publishing Alexander 
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COURTESY OF THE ITALIAN LINE 


Hamilton’s papers. This compilation by 
Mr. McKee of the history department 
of Columbia University was the result 
of a statement made by President Butler 
of Columbia and the suggestion by 
Mr. Root that a public service would be 
performed in the publication of Hamil- 
ton’s papers. Mr. McKee has written an 
introductory chapter calling attention 
to the importance of Hamilton’s writ- 
ings and their relation to the present 
day financial problems of this country. 
Those formulating our national financial 
policies will find these papers extremely 
valuable. They are highly regarded for 
their lucid and forceful presentation of 
basic and underlying principles. There 
is much in the papers that may be 
applied to present day problems. 

The contribution made by the Press 
and Mr. McKee consists largely in 
making available the Hamilton papers 
at a time when financial problems are so 
important to all classes, and in the 
bringing of these materials to the fore at 
a time when many administrators are 
feeling that the “new deal” may well 
forget many of the problems or dis- 
cussions which have occurred in the 
United States in the past. A careful 
reading of these essays or papers may 
serve to emphasize more clearly than 
ever before the relationship between the 
financial problems of early Colonial and 
post-Revolutionary days and those 
which exist today. The basic principles 
embodied in those able reports are as 
sound today as when they were uttered 
by Hamilton during the early and trying 
days of the young American Republic. 


Library of the S.S. Rex 


Security Speculation. By John T. Flynn, 
Harcourt, Brace & Company, New York. 


UCH attention has been given in 

the United States since 1929 to the 
subject of regulating the various ex- 
changes, a subject which has been too 
long neglected. The Senate investi- 
gation of the New York Stock Exchange 
in recent months did a great deal to- 
ward crystalizing public sentiment in 
favor of the Securities Exchange Act 
of 1934. 

By reason of the vast amount of 
speculation on the exchanges in the past 
a feeling developed among certain 
members of the community that the 
exchanges should be rigidly regulated if 
not prohibited altogether. Some regard 
speculation as a destructive force in our 
economic society. The latter point of 
view is presented by John T. Flynn in 
“Security Speculation.” The volume 
carries also the sub-title, “Its Economic 
Effects” which is rather misleading 
since the book, regardless of its other 
merits or demerits, deals primarily with 
the technical aspects of security specu- 
lation and not with the economic effects 
thereof. The writer does not, however, 
undertake to explain just how one may 
speculate in securities. 

Security speculation is defined as an 
“operation in which one buys or sells 
securities with the design to make a 
profit out of the changes in the market 
price of such securities”. The definition 
seems to be further limited so as to 
include only those operations which 
will be consummated “‘in a little while’’. 
Such a restriction is of course unwar- 
ranted for a speculative transaction 
may cover a long period as well as a 
short one. The book is divided into 
three parts, the first dealing with the 
market place, the second with the 
economic functions of speculation and 
the third with the remedies. The im- 
plements of security speculation are 
said to consist of the stock exchange, 
money and securities. 

An inconsistency exists between parts 
one and three. On page 26 the author 
says the exchange has “steadfastly and 
successfully resisted” attempts to bring 
it under Federal supervision whereas 
part three is devoted largely to the 
subject of regulation in general and to 
the Securities Exchange Act of 1934 in 
particular. The brief history of regula- 
tion of exchanges abroad is useful. 
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Washington 
Headquarters 


Bankers and financial leaders, 
called to the nation’s capital dur- 
ing the present banking and se- 
curities situation, are partial to the 
Hay-Adems House. 


The best in accommodations, loce- 
tion and smart surroundings are 
available at this distinctive down- 
town hotel. 


Write or wire for reservations 


HAY-ADAMS HOUSE 


LAFAYETTE PARK AT SIXTEENTH 


NATHAN SINROD,MGR. 


WASHINGTON, D.C. 


Largest and Leading 7 
Southern California 
Bank 


123 Branches in 
Southern California. 
Each Branch pre- 
senting the Strength 
of the whole Bank. 


ECURITY - FIRST 
NATIONAL BANK 
OF Los ANGELES 


Every Service, Savings, Com- 
mercial, Trust, which any 
Bank or Trust Company may 
legally offer to perform. f 


Resources over $500,000,000 


$10,000,000 - $12500,000 
$8,000,000 $10000000 
$6,000000 - $8000000 
$4,000,000 - $6000000 £ 
$2,000,000 - $4,000,000 
$0 $2000000 


Farm mortgage holdings of country national banks 


The Mortgage on Farm Land 


(CONTINUED FROM PAGE 23) 


The interest total of farm mortgages 
has declined from the high of $568,000,- 
000 in 1927 to $520,000,000 in 1931. 
Current figures would show a still 
further decline. 

President Roosevelt’s statement when 
he signed the Frazier-Lemke bill to the 
effect that honest farmers will not take 
advantage of the relief offered, seems 
somewhat optimistic. The rush on the 
part of corporations to reorganize their 
capital structures under 77B of the 
Bankruptcy Act, has been on ever since 
the amendment became law. Farmers 
as a class are no more or no less honest 
than butchers, jewelers or doctors. It is 
not a matter of honesty; it is a matter 
of legal and practical expediency. There 
would seem to be little doubt that 
the relief offered will be taken ad- 
vantage of freely by both honest and 
dishonest farm customers of country 
banks. 

It has been conservatively estimated 
that the amount of bad paper protected 
from foreclosure by the Frazier-Lemke 
law is about $1,500,000,000—17 per 
cent of all farm mortgages. Should only 
a moderate percentage of these dis- 
tressed farm owners accept the relief 
offered, the financial damage to the 
mortgage owners will be substantial. 

One effect of the new law seems rea- 
sonably certain: the complete federali- 
zation of farm mortgage loans. Through 
the Farm Credit Administration the 


farm loaning activities of the Govern- 
ment have been greatly expanded. By 
foreclosure and otherwise the Federal 
land banks now own 22,078 farms valued 
at over $80,000,000. Under these con- 
ditions of Federal competition and 
ownership and the hazards attached to 
lending under the new law it is ex- 
tremely doubtful whether country banks 
will ever be the purchasers of farm 
mortgage paper that they have been in 
the past. 


Interdependence 


The Government’s plan to slaughter 
7,000,000 cattle which cannot be fed 
because of the drought and to can the 
meat for relief purposes involves the 
use of 175,000 tons of tin plate. So the 
rate of steel production goes up from 26 
to 27.5 per cent of capacity. That 
sounds good to tin plate workers but 
after all the returns are in it will be 
found that the country as a whole has 
lost wealth and the loss will be regis- 
tered in the immediate hereafter in the 
cost of beef to tin plate workers and 
everybody else. 
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While Creditors 
Are Silent 


(CONTINUED FROM PAGE 39) 


unless there is assurance that the ensu- 
ing obligations will be met in their en- 
tirety and in good faith. Many persons 
feel that the repudiation of the gold 
clause in all contracts in the United 
States, including its own bonds, by the 
Federal Government has done more to 
unsettle business confidence and retard 
recovery than all the deficits and al- 
phabeticalisms with which the country 
has been afflicted. 

While banks and other investors are 
now accepting the Government’s obliga- 
tions as being as good as the money they 
represent, this fact does not hide the 
more fundamental fact that they realize 
that the money itself may fail them. 
In the general uncertainty they hesitate 
to turn their capital into other and more 
normal channels. There can be no gen- 
eral advance in business commensurate 
with the needs of the nation until 
confidence in investments can be re- 
stored, and that confidence cannot be 
restored so long as a spirit of repudia- 
tion is abroad in the land. 

When the Constitution of the United 
States specifically provided that no 
state shall ““‘make anything but gold 
and silver coin a tender in payment of 
debts” or pass any “law impairing the 
obligation of contracts,” it was to meet 
conditions in the several states or 
colonies at that time very similar to 
conditions in the United States at the 


present time. The revolution which 
separated the colonies from Great 
Britain left the former deeply in debt, 
with public and private credit paralyzed, 
trade at a standstill, specie in circulation 
at a minimum, private individuals over- 
whelmed with obligations and every 
inducement on the part of public bodies 


and private individuals to slip out of a | 


depressing situation by repudiation or 
bankruptcy. 

It was realized by the framers of the 
Constitution that the shorter and 


uglier method of writing off debts by | 


repudiation would in the long run prove 
the more costly method. The provision 
against debt impairment was inserted 
in the fundamental law of the land not 
as a matter of morals but as a matter of 
good business which, after all, is not 
very far from good morals. The rules of 
good business which controlled the 
action of the constitutional fathers are 
just as applicable today as they were 
a hundred and forty-seven years ago. 

So far as the Frazier-Lemke act is 
concerned, its effect is likely to be 
unfortunate. Because of its intricacy 
and the regimentation it entails upon 
the farmer who seeks to take advantage 
of its provisions, it will be a doubtful 
aid to distressed agriculture. On the 
other hand, the principle of repudiation 
it embodies is certain to react upon the 
credit of those who take full advantage 
of its provisions. Such has been and is 
the experience of great governments in 
similar circumstances. There is nothing 
to indicate that a farmer-debtor will be 
in any better position. 


Chief Justice Chase announcing the decision of the Supreme 


Court in the first “‘Legal Tender” trial: Hepburn vs. Griswold 
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VOD vow. 
VOD 


MEETS 


PUBLIC DEMAND 


SAFETY 


IT FLASHES THE VOIDS. 


SK the Todd man to demonstrate. 
Then, you will appreciate why 
banks everywhere are placing their 
orders so promptly with Todd. A 
new aid that meets a new banking 
situation. Todd offices in all prin- 
cipal cities. Pass Books and Check 
Covers. Stationery and Bank 
Supplies. The Protectograph. 
Greenbac Checks. Check Signers 


TODD V ROCHESTER 


Washington, “D. C. 
THE 


RALEIGH 
HOTEL 


12th Street and Penna. Ave., N.W. 


UNDER NEW MANAGEMENT 
Recently refurnished and redecorated. 430 
rooms mostly with tub and shower baths. Single 
rooms from $3.00, double from $4.50. Club 
breakfasts from 50c, luncheons from 60c, din- 
ners from $1.00. In addition to a la carte service 
and cafeteria 

Two Blocks from Headquarters hotel for 
American Bankers Association Convention. 


We Invite Your Patronage 
E. C. OWEN, Manager National 3810 
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In Washington 


Down Town 


THE 
CARLTON HOTEL 


16th and K Streets 


Two blocks from the 
White House. Floor 
of air-conditioned 
rooms now available 


RATES $4.00 UP 


Up Town 


THE 


WARDMAN PARK 
HOTEL 


Connecticut Ave. at Woodly Road 


Country Club 
Atmosphere 


RATES $3.00 UP 


It is easy to fortify 
against professional or 
amateur bandits with 
Padua Foot 
Units to give 
alarm unno- 
ticed. 


Let us tell you about them 


PADUA Hold-up Alarm Corporation 
131 Seneca Street Cohoes, N. Y. 


Lift of foot sets off alarm 


SHORT TERM NOTES 


Rates and maturities upon request 


Commercial Credit Company 


Baltimore 


Sales Office 
100 East 42nd Street, New York 


BINDERS $1 POSTPAID 


Each binder will accommodate 12 issues and 
afford protection against damage or loss of valu- 
able information. Substantial and durable. 

Send orders to 
American Bankers Association 
22 East 40th Street, New York 


The Prohibition 
of Plenty 


(CONTINUED FROM PAGE 27) 
and merchants; new and sounder loans 
to both have been made possible; busi- 
ness turnover has increased with greater 
opportunity for the profitable use of 
funds; new life has been put into almost 
every line of business all over the South. 

All these benefits have been realized, 
but expensively. Whatever temporary 
advantage farmers have derived from 
the scheme has been at the expense of 
the country at large. The processing 
taxes from which these benefits are 
paid press upon consumers and raise the 
cost of living and the prices of goods the 
farmer must buy, with the result that 
in the long run the benefit to the farmer 
is slight if any, while the country as a 
whole has lost wealth, the feeding of the 
hungry and clothing of the destitute 
have been made more difficult, and the 
farm problem is no nearer solution than 
it was at the beginning. 

The question is whether the im- 
mediate benefits are worth the cost 
ultimately to be exacted by the crop 
restriction and bounty system. Nature 
has solved the surplus problem with 
respect to wheat, corn, cattle, hogs, 
milk and dairy products, but few farm- 
ers in the drought-stricken areas can 
view the solution with satisfaction. It 
has been reached at a cost to the coun- 
try which cannot result otherwise than 
in retarding recovery. Ultimately this 
will react upon the market for farm 
products when once the bounty of na- 
ture is again realized. The drought and 
heat, in fact, have offered an extreme 
example of the effects of the crop re- 
striction principle in general. In the 
long run, whether by natural or artificial 
process, both result in a loss of wealth; 
and a loss of wealth is no way to sound 
business recovery. Destructive drought 
has its compensations. It has at least 
the merit of pointing out the fallacy, the 
folly, of destroying food when people 
are hungry, of destroying the means of 
clothing when people need to be clothed. 
Scarcity cannot be transmuted into 
prosperity. 

For the current season these questions 
are academic. The wheat crop has been 
grown and gathered; the cotton crop is 
under the operations of the Bankhead 
act; it is too late to retrieve losses in the 
corn crop; even salvage of the safety 
margin in the livestock supply is dif- 
ficult. Next year’s wheat crop, however, 
will soon be in the making. It is not too 
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late to overhaul contracts for next 
year’s cotton crop. It is time to stop the 
restrictions on corn and pork produc- 
tion, upon the supply of milk and but- 
ter. The situation demands a new policy 
which will not only have more regard 
for the American consumer but will 
also have regard to fundamental prin- 
ciples of economics, fundamental bases 
of national wealth and the ultimate 
rather than immediate benefit to Amer- 
ican agriculture and those interests 
which depend upon it. 


Taxpayer’s Bank 


(CONTINUED FROM PAGE 14) 
distinctly within the range of bank 
services, although by the terms of the 
law the loans will be made only to appli- 
cants who are unable to obtain financing 
elsewhere. That the banks would have 
been willing to cooperate with the 
authorities and home owners in this 
financing under workable conditions is 
indicated by the enthusiasm the banks 
have shown in the home renovation 
campaign. 

The defense of the Federal authori- 
ties against the charge that they are 
treading upon banking ground is that 
they are lending only where banks have 
refused or have been unable to lend; 
that the emergency organizations are 
temporary; that the expenditures of 
the Government now flowing into the 
banks are a necessary part of the relief 
and recovery program; and that present 
banking difficulties will disappear with 
a return to reasonably normal condi- 
tions. Such an argument, however, cer- 
tainly cannot apply to the agricultural 
credit set-up which is avowedly perma- 
nent and which takes from country 
banks their chief means of support. “Nor 
can it avoid the fact that there is no 
likelihood of demand for bank credit 
catching up with the supply very soon. 

Under the circumstances it would 
seem that the least the Government 
can do is to stop the lending of its 
money and credit, liquidate its loan 
agencies and get out of banking and 
other private business. There can be no 
permanent business recovery in this or 
any other country except on the basis 
of a sound banking structure. Present 
monetary and financial policies of the 
authorities in Washington are making 
the latter impossible. 

GEORGE E. ANDERSON 


A 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1934 


The interior of Constitution Hall, Washington, D. C., where the gen- 
eral sessions of the American Bankers Association Convention will meet 


HE hotel committee of the American Bankers Association 
wants to obtain the best possible accommodations for those 
who are attending the Convention in Washington from Oc- 
tober 22 to 25. Anyone planning to attend who has not 
already made reservation is invited to address his request to 
L. P. McLachlen, chairman, 1001 G Street, Washington, D. C. 
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BANKING 


THE PRESIDENT'S FARM 
D6, WOOR. CORN AND THE HUDSON RIVER AT HYDE PARK 


OCTOBER 1934 


The American Bankers Association Journal 


Becomes BANKING Next Month 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


AMERICAN BANKERS 


Oct. 22-25 A.B.A. Convention, 


Sept 


Sept. 
Nov. 


Nov. 


CALENDAR (1934) 


A.B.A. Meeting 
Washing- 
ton, D. C. 


State Associations 


. 12-13 
13 
2-3 


8-9 


. 10-13 


. 13-15 


Kentucky Bankers Association, 
Louisville 

Delaware Bankers Association, 
Rehoboth 

Arizona Bankers Association, 
Hotel El Tovar, Grand Canyon 
Nebraska Bankers Association, 
Lincoln 


Other Financial 
Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo, N. Y. 
Maine Savings Banks Association 
& Massachusetts Savings Banks 
Association (joint convention), 
Poland Springs House, Poland 
Springs, Maine 
Morris Plan Bankers Associa- 
tion, Westchester Country Club, 
Rye, New York 
Connecticut Savings Bank Asso- 
ciation, Norwich Inn, Norwich 
Mortgage Bankers Association, 
Edgewater Beach Hotel, Chicago, 
Illinois 
Savings Bank Association of New 
York, Waldorf-Astoria Hotel, 
New York, N. Y. 
National Association of State 
Bank Supervisors, Baltimore, 
Maryland 
U. S. Building & Loan League, 
New Orleans, Louisiana 
Robert Morris Associates’ Fall 
Meeting Business Sessions, Sky- 
top Lodge, Skytop, Pennsylvania 
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Mr. O’Connor 


The Banking Profession 


HE preparation which about 3,000 

young men and women have made 

for larger responsibilities in the 
banking profession will receive recog- 
nition on the evening of September 4. 

The occasion is the annual commence- 
ment of the American Institute of Bank- 
ing. The program was made especially 
notable when J. F. T. O’Connor, Comp- 
troller of the Currency, accepted an 
invitation to address the graduates by 
radio from Washington over a nation- 
wide hookup provided through courtesy 
of the National Broadcasting Company. 

Prior to Mr. O’Connor’s speech, each 
of the 220 Institute chapters in the 
country will conduct its own commence- 
ment exercises, presenting diplomas to 
those who have completed the four year 
evening course of studies in banking and 
related subjects. 

Forty-two thousand persons attended 
the first radio commencement gather- 
ings of the Institute held last Septem- 
ber. The 1934 general committee, whose 
chairman is Earl V. Newton of the 
Cleveland Trust Company, set the goal 
for this year’s attendance at 100,000, 
including Institute members, their 
friends and relatives, and bank officers 
in the various chapter localities. Mr. 


O’Connor is scheduled to speak at 9 
p. m., Eastern Daylight Saving time. 

Mr. Newton’s radio commencement 
committee comprises the following: 

District 1, Roger W. Haglund, Citi- 
zens National Trust & Savings Bank of 
Los Angeles, Los Angeles, California. 

District 2, Lawrence C. Mann, The 
First National Bank of Portland, Port- 
land, Oregon. 

District 3, Lloyd B. Loggins, Federal 
Reserve Bank, Dallas, Texas. 

District 4, Fred M. Staker, Com- 
merce Trust Company, Kansas City, 
Missouri. 

District 5, Genevieve M. Nevin, 
Northwest Bancorporation, Minneap- 
olis, Minnesota. 

District 6, Wade G. Murrah, The 
First National Bank of Atlanta, At- 
lanta, Georgia. 

District 7, R. W. Nuckols, First and 
Merchants National Bank, Richmond, 
Virginia. 

District 8, Thomas J. Kiphart, Fifth 
Third Union Trust Company, Cin- 
cinnati, Ohio. 

District 9, Robert J. Farr, Phila- 
delphia National Bank, Philadelphia, 
Pennsylvania. 

District 10, G. Harold Welch, New 


Haven Bank N.B.A., New Haven, 
Connecticut. 

District 11, Kenneth H. Dickson, First 
National Bank, Westwood, New Jersey. 

The Institute’s services to banks and 
through them to the general public 
represent an educational program that in 
some respects is unique. Starting in 1901 
as the American Institute of Bank Clerks, 
its registration and scope of activity 
have broadened into a huge nation- 
wide evening school for bank employes. 

It is interesting to look back to the 
American Bankers Association Conven- 
tion of 1901 when the Committee on 
Education, which had been asked to 
organize “an institute of bank clerks,” 
made its report on the situation to the 
Association. 

After stating that the institute had 
been formed and was actually function- 
ing, Colonel Robert J. Lowry of At- 
lanta, Georgia, chairman of the special 
committee, said: ‘The members of the 
Association may feel assured . . . that 
a foundation has been laid upon which a 
superstructure may be erected in keep- 
ing with the dignity, wisdom and pride 
of the bankers of America.” 

The superstructure has fulfilled those 
specifications. 
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